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WHY THE COUZENS BILL WILL NOT 


Undermine the Powers of 
the State Commissions 


N° sooner had the proposal been made to extend the Federal regulatory 
authority over public utilities (as provided in Senate Bill 3869), 
than the State Commissions attacked the measure as an intrusion upon 


their jurisdiction and an invasion of states’ rights. s 
intent of the measure, and would not be the result of its ad 
here stated in an interview furnished exclusively to Pustic 


That such is not the 
tion, is 
TILITIES 


FortTNIGHTLY by— 


JAMES COUZENS 
UNITED STATES SENATOR FROM MICHIGAN 


N June 23, 1930, President 
O Hoover signed Senate Bill 

3619, “To reorganize the 
Federal Power Commission.” 

The reason for this legislation, I 
think, is generally understood, so I 
will not discuss it, except to say that 
the responsibility for the carrying out 
of the Federal Water Power Act of 
1920 is taken from the three Cabinet 
officers, the Secretaries of War, Agri- 
culture, and Interior, and placed in the 
hands of five full-time Commission- 
ers, to be appointed by the President, 
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with the advice and consent of the 
Senate. 

This step paves the way for the ad- 
ministration of Senate Bill 3869, 
which I will here consider. 


HE duties of the Federal Power 

Commission, as prescribed under 
the Federal Water Power Act, are 
added to by giving this Commission 
jurisdiction to control all power gen- 
erated by water or fuel transmitted 
in interstate commerce, this authority 
reaching out to control of power, 





holding, management, and service 
companies having to do with the 
transmission of power in interstate 
commerce. This legislation is pro- 
posed because of the increase in the 
amount of current transported in in- 
terstate commerce. 


— the National Electric 
Light Association reported in a 
survey they made in 1929 that 11.8 
per cent of the total current gener- 
ated in the United States moved 
across state lines, yet that did not 
convey the complete picture. Accord- 
ing to the statement of the same Asso- 
ciation made in 1929, the percentage 
of power exported by some of the 
states to the total amount generated 
was as follows: 

Vermont, 64.6 per cent ; Wisconsin, 
18.4 per cent; Iowa, 38.7 per cent; 
Maryland, 54.0 per cent; West Vir- 
ginia, 54.0 per cent; South Carolina, 
32.3 per cent; Alabama, 21.9 per 
per cent; Louisiana, 39.2 per cent; 
Idaho, 62.2 per cent. 

The percentage of power imported 
by individual states to the total 
amount consumed was as follows: 

Mississippi, 76.7 per cent; Utah, 
53.1 per cent; Arkansas, 73.3 per 
cent; Missouri, 47.5 per cent; Ne- 
vada, 59.4 per cent; Maryland, 24.2 
per cent; North Carolina, 27.3 per 
cent; Delaware, 66.2 per cent; Ken- 
tucky, 31.5 per cent; Minnesota, 25.9 
per cent; Georgia, 27.2 per cent; 
Idaho, 40.3 per cent; Rhode Island, 
25.9 per cent; West Virginia; 31.6 per 
cent. 

In other states, the percentages of 
power imported are less than 20 per 
cent, but the figures above indicate 
how necessary Federal regulation has 
become. 
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ibe. figures paint a somewhat 
different picture than if we only 
looked at the figures as averaged 
throughout the entire country. Fur- 
thermore, these percentages are based 
on the industry’s‘own figures which 
give a general average of 11.8 per 
cent of all power generated in this 
country during the year of 1929, as 
moving in interstate commerce. 

On June 12, 1930, the Federal 
Trade Commission, conducting an in- 
dependent survey of the same subject, 
reported to the Senate that approxi- 
mately 15 per cent of the total amount 
of energy generated in the United 
States during the year 1929 moved in 
interstate commerce. Doubtless, if 
the Federal Trade Commission’s 
figures for the individual states were 
available, a corresponding increase in 
the percentages of the respective 
states presented above would be noted. 

This may.be properly construed as 
major legislation, and the Committee 
of which I have the honor to be Chair- 
man will of course grant ample op- 
portunity for all interested parties to 
be heard. 

Some questions that will be raised, 
dwelling on the necessity of this legis- 
lation, will be: 

Do interstate power utilities need 
Federal regulation ? 

Do holding and management agen- 
cies, controlling or affiliated with such 
interstate power utilities, need Federal 
regulation? 

Is there any assurance that such 
Federal regulation will not interfere 
with a jurisdiction now exercised by 
State Commissions ? 

Let us consider the first query 
about the necessity of interstate power 
regulation. 
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Power Moving Across 


HE amount of power transferred in 
interstate commerce is unquestionably 
growing. 


Differ as we may on regulatory policy, 
we cannot deny the fact that the fraction 
of unregulated power moving across state 
lines is becoming larger. A Harvard Uni- 
versity survey for 1926 found that 9.06 
per cent of all power generated in the 
United States moved in interstate com- 
merce. The National Electric Light Asso- 
ciation’s survey for 1928 raised the yearly 
average to 10.9 per cent. A recent re- 
port of the Federal Trade Commission 
covering the year of 1929 increased the 
figure to approximately 15 per cent. 


Senator Couzens of Michigan, Chairman 
of the Senate Interstate Commerce Com- 
mittee, has proposed legislation of the 
first magnitude to regulate interstate 
power through a Federal agency—the Fed- 
eral Power Commission, which is at pres- 
ent a mere licensing body. His bill (S. B. 
3869), introduced-last January to achieve 
this purpose, immediately commanded the 


State Lines Is Growing 


attention of every State Commission in 
the United States. 


Many of the members of these state 
bodies have openly expressed their fear 
that Federal regulation once launched 
would encroach upon, supersede, and 
eventually paralyze the jurisdiction pres- 
ently exercised by the State Commissions 
over electric utilities, just as the activity 
of the Federal Interstate Commeree Com- 
mission has left little of the jurisdiction 
of the State Commissions over railroads. 


To clear up these doubts, Pustic Uriz1- 
TIES ForTNIGHTLY has gone directly to the 
source of the proposed legislation—Sena- 
tor Couzens himself. In this exclusive 
article Senator Couzens tells us why he 
believes the law he pfoposed will help 
rather than hinder state regulation. He 
tells us in plain words what he is trying 
to de and why Federal power regulation 
will not have the same destructive effect 
on the jurisdiction of the State Commis- 
sions as has the Federal railroad regula- 
tion. 

—Tue Epirors 





Bc, principle of government regu- 
lation of public utilities has been 


generally adopted in this country both 
by Federal and state governments; 
the enactment of legislation of the 
character here proposed will be mere- 
ly the extension of this principle to a 
branch oi utility service which has be- 
come in recent years more bound up 
with public interest and modern 
progress than any other form of such 
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service. I need not dwell on the 
necessity for the maintenance of ade- 
quate electric service, and it would 
seem to follow immediately that I 
need not dwell upon the necessity for 
its regulation. 

For a number of years nearly all of 
the states have regulated the intra- 
state operators of electric utilities and 
until the last few years this state 
regulation has been all that was re- 
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quired. The generation and distribu- 
tion of electric current was usually 
strictly local. Twenty-five years ago 
the interstate operation of electric 
companies was practically unknown. 
The average plant serving a city had 
trouble enough passing current out to 
the suburbs of its own community. 
Transmission of current in excess of 
25 miles was usually regarded as 
economically impractical. With the 
improvement of the electrical art, 
however, long-distance transmission 
has gone ahead in leaps and bounds. 
Vast networks of transmission lines 
have been built up linking cities to- 
gether into interconnected systems, 
stabilizing and standardizing both the 
supply and its operating costs. In the 
“Boulder Dam region, for instance, 
plans are laid for transmission of cur- 
rent 250 miles to Los Angeles. 

Surely such a substantial fraction 
of the total electric business needs 
regulation. I am convinced that the 
absence of such regulation has hin- 
dered the complete and efficient regu- 
lation of intrastate electric utilities— 
that it is a potential loop-hole if, in- 
deed, it has not already been a means 
of evading and defeating state regula- 
tion. 


I BELIEVE in home rule. I believe 
that government should be kept 
as close to the people as possible. 
Nothing is further from my mind 
than the invasion or duplication by 
the Federal Government of the work 
which the states can do. 

How can the Federal regulation I 
have proposed supplement state regu- 
lation without duplicating it? 

This brings us to the second propo- 
sition—the regulation of holding and 
management companies. 


a ben holding company has rapidly 
developed as an integral part of 
modern utility operation. This de- 
velopment has gone hand-in-hand 
with the development of long-dis- 
tance transmission. The linking up 
of great interconnected power systems 
has resulted in numerous consolida- 
tions, mergers, and intercorporate re- 
lations. The reason given for these 
combines is that they achieve operat- 
ing economies through such methods 
as joint purchasing, joint construc- 
tion, and joint supervision and man- 
agement. 

Under present regulatory condi- 
tions, these holding companies consti- 
tute a dangerous gap in the field of 
public control. The vast majority of 
the states do not attempt to control 
these companies. A few which have 
attempted it are being confronted with 
constitutional objection. In Michi- 
gan, for instance, an attempt to dis- 
regard the corporate entity of a na- 
tion-wide telephone holding company 
in fixing the rates of the local operat- 
ing subsidiary is at this time being 
questioned in the Federal courts. In 
any event, whatever jurisdiction the 
state could exercise would be limited 
to the control of such companies with 
strict regard to local operating com- 
panies, it was declared in a recent 
opinion of the Honorable W. Cable 
Bruce, former United States Senator 
from Maryland, and now general 
counsel for the Maryland Public Serv- 
ice Commission. 

Add to this the fact that the vast 
majority of utility holding and man- 
agement companies are interstate in 
their scope and we see that the most 
that a State Commission can do 1s 
rather limited with relation to the 
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whole question. This is the problem 
with which the New York state legis- 
lature is now grappling. 


UMEROUS examples of how inter- 
state holding and management 
companies constitute loop-holes in the 
regulation by State Commissions could 
be given, but every State Commission 
knows them—they are well aware 
how operating utilities by the mere 
process of padding operating expenses 
through supply contracts with “af- 
filiated’’ companies are able to charge 
rates with which, on paper, they may 
be losing money, but which in fact 
reflect a net profit in the corporate 
pocket of the parent concern. State 
Commissions have at present no way 
to secure evidence to prove or dis- 
prove the reasonableness of these sup- 
ply and administration contracts. 
My bill (Senate Bill 3869) will per- 


mit the inspection of the records of 


such interstate companies. To this 
extent, I regard these measures as a 
real aid to State Commission regula- 
tion since the disclosure of records of 
large interstate holding companies 
will frequently reflect the nature and 
extent of their activities relating to 
intrastate operating utilities. 


HE measure is wide in its scope. 

The act is made applicable not 
only to “parents” of operating power 
utilities whether engaged in produc- 
tion, transmission, or distribution but 
also to persons engaged for compen- 
sation in furnishing to interstate com- 


merce, information or advice as to 
interstate power operations. 

Here is the definition of “parent” 
given in the act. 

“*Parent’ means any person or group of 
persons controlling one or more corpora- 
tions and/or the operations or manage- 
ment thereof, whether by ownership or 
control of stock, or by interlocking direc- 
torates, or otherwise. The ownership or 
control by any such person or group of 
persons of 15 per centum or more of the 
stock of any corporation shall be prima 
facie evidence of the control of such cor- 
poration and of its operations or man- 
agement by such person or group of per- 
sons. A corporation to which such per- 
son or group of persons sustains the re- 
lationship of parent is herein termed a 
‘subsidiary’ of such person or group of 
persons.” 

Over and above this the measure 
seeks to control affiliated persons. 
Here is the definition given for af- 
filiated persons: 

“Two or more persons shall be deemed 
to be affiliated if they are members of a 
group, composed of a parent and its sub- 
sidiaries and of other corporations, of 
which each member except the said parent 
is a subsidiary of some other member of 
the group.” 

I HAVE been asked if the provisions 

as to the sending of advice or 
information on interstate power oper- 
ation would affect the activities of 
various magazines which might carry 
reviews or technical articles on inter- 
state power operations as incidental 
contributions. Such was not my in- 
tention, and I feel certain that the 
courts would construe the provision 
to apply only to organizations pro- 
fessionally engaged, as a primary 
purpose of their existence, in the ren- 


“Will the bill interfere with State Commission regu- 


lation? My answer is emphatically, ‘No!’ 


I can- 


not stress too much my purpose to supplement 
and not to duplicate the work of the state bodies.” 
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dition of service to interstate power 
companies. 


His brings me to the final propo- 
sition: Will the bill interfere 
with State Commission regulation ? 
My answer is emphatically, “No!” 
I cannot stress too much my pur- 
pose to supplement and not to dupli- 
cate the work of the state bodies. 


HE fact that the bill is written 
carefully to insure the protection 
of the jurisdiction of the State Com- 
mission is borne out by the provisions 
with relation to the joint boards. 
Everyone knows that the jurisdiction 
of the Federal Government over in- 
terstate commerce is exclusive. More- 
over, this is a duty which the Federal 
Government cannot constitutionally 
delegate to the state or to anyone else. 
It can, however, appoint a joint board 
made up of state representatives and 
constitute such a board an agency of 
the Federal Power Commission, and 
make it an arm of the United States 
Government. 
That is what the bill has tried to do. 
Here is a passage from the bill: 

“The Commission shall refer any such 
petition with respect to rates, charges, 
services, or abandonment of service to an 
agency of the United States, to be known 
as a joint board, composed of one repre- 
sentative from each state in which the 
power involved is produced or consumed, 
as determined by the Commission. In the 
case of a state having no State Commis- 
sion, the petition may be filed by the gov- 
ernor. The representative of each state 
upon any joint board shall be selected in 
such manner as the state may by law pro- 
vide; except that if the state has no pro- 
vision of law for such selection, the repre- 
sentative of the state shall be appointed by 
the State Commission for that state, or if 


there is no State Commission, then by the 
governor of the state.” 


It will be observed that care is taken 
not to dictate in any way, even the 
manner in which the state representa- 


tive shall be selected. Everything that 
could possibly be left to the discretion 
of the state, has been left that way. 


HE objections originally raised by 

the State Commissions to the bill 
may be classed roughly into two 
groups. 

First, there was some question as 
to the definition of jurisdiction to be 
given the Federal Commission over 
interstate power. 

Secondly, there was the objection 
raised to the jurisdiction to be given 
to the Federal Commission over an 
electric utility distributing within one 
state but obtaining its supply in an- 
other, where such jurisdiction is being 
exercised by the State Commission. 


| per nonigy the first of these propo- 
sitions, let us consider a pro- 
vision of the bill: 

“The provisions of this act shall also 
apply to the generation of power for ulti- 
mate public consumption for transmission 
in interstate commerce, to the transmis- 
sion of such power in interstate commerce, 
and to the sale, distribution, and/or deliv- 
ery of such power as a part of interstate 
commerce.” 

Let us, for example, take a situa- 
tion where a utility company operat- 
ing and distributing in North Caro- 
lina buys current at the state line 
from another utility company generat- 
ing that power in South Carolina. 


HERE are two separate situations 

to be dealt with here: the sale 
and transmission from the generator 
or wholesaler in South Carolina to 
the operating utility or distributor in 
North Carolina, which is an interstate 
transaction, and the sale and distribu- 
tion by the distributor in North Caro- 
lina to consumers in that state, which 
is an intrastate transaction. 
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The Limited Power of the State Commissions for 
Controlling the Holding Company 


66 HE vast majority of the states do not 

attempt to control these (holding) 
companies. A few which have attempted 
it are being confronted with constitutional 
objection. . . . 

Add to this fact that the vast majority 
of utility holding and management com- 
panies are interstate in their scope and we 
see that the most that a State Commission 
can do is rather limited with relation to the 


whole question.” 





In the present state of the law, the 
North Carolina Commission has full 
and exclusive jurisdiction to regulate 
the rates and practices of the distribu- 
tor whose operations take place en- 
tirely within North Carolina. How- 
ever, because we have no legislation 
providing for the regulation of inter- 
state transmission of power, no one 
has any authority to regulate the rates 
and practices of the generator in 
South Carolina which is transmitting 
its output across the state line. 

Furthermore, under the present 
practice, while the North Carolina 
Commission has full authority to reg- 
ulate the rates of the distributor to 
the consumer, it must allow such rates 
as will permit a reasonable return. 
Because there is no means of regulat- 
ing the charges of the generator, the 
latter may charge the distributor 
whatever price it sees fit. Then the 
distributor will be entitled to figure 
that price as its cost of power and the 
North Carolina Commission, in the 
absence of a showing of fraud, must 
accept that price in its consideration 


of the distributor’s rates. We see, 
therefore, that the consumer is vitally 
interested in the wholesale price paid 
by the distributor, and if the rights 
of the consumer are to be fully pro- 
tected there must be control over this 
wholesale price. This control can 
only be exercised by a Federal body 
and it is the main purpose of the pro- 
posed legislation to provide for that 
control. 

If this bill is passed there will be 
control over both situations. The 
transactions between the wholesaler 
and the distributor, now uncontrolled, 
will be regulated by the Federal body. 
On the other hand, transactions be- 
tween the distributor and consumer 
will be controlled by the North Caro- 
lina Commission just as they now are. 


N° there is another legal ques- 
tion about this phase of bill 
asked by those who are deeply inter- 
ested in preserving state regulation so 
far as possible: 

Might a court say that because the 
current sold to consumers by the dis- 
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tributor has been transmitted in inter- 
state commerce the Federal body 
might regulate the transactions be- 
tween the distributor and consumers 
also and supersede the North Caro- 
lina Commission ? 


ee reading of the section 
just quoted will disclose that it 
does not say that the provisions of 
the act shall apply to a sale of power 
which has been transmitted in inter- 
state commerce, but only to a sale 
which is a part of interstate com- 
merce. 

There is no question that the sale 
by the wholesaler in South Carolina 
to the distributor in North Carolina is 
a part of interstate commerce and that 
such sale will be subject to regulation 
by the Federal body, as it should be. 
However, I am advised and feel very 
confident, in view of the many de- 
cisions which have been made with 
reference to shipments of commodi- 
ties, as for instance in the adjudicat- 
ed cases dealing with the “breaking 
of bulk” of package commodities 
shipped in interstate commerce, that 
the courts would hold that the pur- 
chase by the distributor at the state 
line would terminate the interstate 
character of the transaction, and that 
a sale by the distributor to a con- 
sumer within the state would not be 
a part of interstate commerce, but 
a purely intrastate transaction over 
which the Federal Commission could 
exercise no authority. Of course, it 
naturally follows, if the sale to the 
consumer was not a part of interstate 
commerce, the section quoted would 
have no application to it. 


HILE this construction seems 
clear, I have gone further, and 
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in Section 31 (d) made this specific 
provision : 


“Nothing in this act shall be construed 
to authorize the Commission or any joint 
board to regulate rates, charges, or services 
for or in connection with the generation, 
transmission, sale, distribution, and/or de- 
livery of power which does not enter into 
or become a part of interstate commerce 
whether for the purpose of removing dis- 
crimination against interstate commerce, or 
for any other purpose.” 


In order to further safeguard the 
situation, I propose to add to this the 
following : 


“or to regulate rates, charges, or services 
for or in connection with the transmission, 
sale, distribution and/or delivery of power 
taking place wholly within any state, not- 
withstanding that said power may have 
been transmitted in interstate commerce 
to the person so transmitting, selling, dis- 
tributing, or delivering the same within 
said state.” 


With this language included, there 
can be no possibility of interference 
by the Federal Commission with sales 
within a state by an operating utility 
which has purchased the power from 
without the state. 


HE second question arises in con- 
nection with the following pas- 
sage: 


“Notwithstanding the foregoing pro- 
visions of this section, nothing therein shall 
be construed to abridge the jurisdiction or 
authority of any state to regulate, to the 
same extent as if this act had not been 
passed, the rates and charges for the sale 
to consumers within the state of any power 
transmitted in interstate commerce, service 
to consumers with respect to such power, 
or the abandonment of any power service 
to consumers, unless a substantial number 
of the consumers of such power (to be 
determined by the Commission in accord- 
ance with such regulations as it shall pre- 
scribe) file with the Commission a peti- 
tion requesting Federal regulation of such 
rates, charges, and service under this sec- 
tion.” 


- l ‘o put this situation into a con- 


crete example, let us suppose that 


our North Carolina distributing util- 
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ity, instead of buying at the state line, 
actually went over into South Caro- 
lina and generated its own supply to 
be imported for its own consumers. 
This sort of business has been held to 
be a class of interstate commerce over 
which the North Carolina State Com- 
mission may regulate in the absence 
of Federal regulation. Such was the 
holding of the Supreme Court of the 
United States in the Pennsylvania 
Gas Company Case. I have no desire 
to disturb this state regulation where 
it is actually working. 

Now, I have been asked why I did 
not make the “substantial number” 
specific. I have been told that the ex- 
tension of the right of petition for 
Federal jurisdiction to the consumers 
and not to the utilities raises an ethical 
if not a constitutional question. It 
has been contended that to permit an 
indefinite group of dissatisfied con- 
sumers in such a situation to kick over 
the traces of state regulation at any 
time during a proceeding of the lat- 
ter would seriously hamper and em- 
barrass the effectiveness of honest 
state regulation. 


Ws all due regard to the excel- 
lence of state regulation, it is 
a fact that some states have Commis- 
sions of very limited jurisdiction. 
One state—Delaware—has no Com- 
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mission at all. A few State Commis- 
sions have no jurisdiction over the 


rates of electric companies. A few 
other Commissions seem to be inac- 
tive over such matters due to inade- 
quate appropriations or for other 
good and legitimate reasons no doubt. 

Some regulation is necessary for 
those electric companies which import 
power for distribution in those states 
whose Commissions cannot or will 
not regulate them. The passage from 
the bill quoted above is at present the 
best solution I could find for the 
problem. 

There was one suggestion made to 
fix a definite fraction of the number 
of consumers who might petition for 
Federal jurisdiction. I hesitate to do 
this because of the obvious difficulty 
of imposing any inflexible percentage 
as a condition precedent to such ju- 
risdiction. Unquestionably circum- 
stance will have a great deal to do 
with each case. 

I think that everyone who has read 
the bill will agree that I have tried to 
be fair. I feel that many of the 
State Commissions who have criti- 
cized the measure have done so with- 
out a full knowledge of what I am 
attempting to achieve. 


I* conclusion, I might point out, 
among others, the portions of the 


it is @ fact that some states have Commissions of very 


q “With all due regard to the excellence of state regulation, 


limited jurisdiction One state—Delaware—has no Com- 
mission at all. A few State Commissions have no juris- 


diction over the rates of electric companies. 


Some 


regulation is necessary for those electric companies which 
import power for distribution in those states whose Com- 
missions cannot or will not regulate them.” 
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bill by which utilities are also forbid- 
den to capitalize the value of gifts, 
franchises, or donations. The Fed- 
eral Commission is directed to value 
all operating properties subject to its 
jurisdiction and is given plenary pow- 
ers to investigate the records of the 
parties involved to that end. . The 
other provisions give the usual powers 
over rates, service, and securities is- 
sues contained in regulatory legisla- 
tion. 

In short, I have attempted to reach 
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the two great dangers of unregulated 
interstate power transmission—the in- 
terstate operating utilities and the 
interstate holding or “affiliated” com- 
pany. I have attempted to do it in a 
way that will avoid the usual objec- 
tion to the centralization of power in 
the Federal Government. 

I feel that the bill, with due regard 
to the intentions which I have out- 
lined here, deserves support. Federal 
regulation over the interstate power 
field is inevitable. 














Other Attempts at Joint Regulation 


ENATOR Couzens’ plan for the handling of interstate regu- 

lation through the medium of joint boards is probably the 
ultimate and legal solution of a problem with which the Com- 
missioris have conjured for sometime. 


It was over four years ago that the Hon. William A. 
Prendergast, then Chairman of the New York Public Serv- 
ice Commission, suggested “regional” regulation—a plan by 
which the respective Commissions from a group of neigh- 
boring states could administer, entirely by way of voluntary 
agreement and comity, a co-ordinated plan for regulating 
interstate carriers in that area. 


More recently, members of the District of Columbia Pub- 
lic Utilities Commission were considering a similar plan for 
the joint regulation of.such carriers by the combined Com- 
missions of the District of Columbia, Maryland, and Vir- 
ginia. 

These plans fell by the wayside, obviously because of the 
constitutional obstacle—to wit, the fact that interstate com- 
merce is entirely within the jurisdiction of the Federal Gov- 
ernment. Just last month (July 15th), however, the Hon. 
Albert J. Woodruff, Vice Chairman of the Georgia Com- 
mission, announced that five southern states have entered 
into an agreement under which their respective Commissions 
will recognize certificates of convenience and necessity issued 
by each Commission to motor carriers. 


Commissions from Florida, Tennessee, North Carolina, 
South Carolina, and Georgia are members of the new con- 
ference. These Commissions will hereafter suspend action 
upon an application for a bus line through more than one 
state until the Commission in the state of the applicant’s resi- 
dence shall have passed upon the matter. 
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MBASSADOR Frederick M. Sackett 

made a speech at the World 
Power Conference in Berlin in which 
he outlined a new basis for determining 
the efficiency of an industry or the rea- 
sonableness of its rates. In the course 
of his address, referring to the electric 
utilities, he said: 


“T know of no other manufactur- 
ing industry where the sale price of 
the product*to the great mass of con- 
sumers is fifteen times the production 
of the article sold.” 


Leaders in the electric field deny that 
any such spread between sale and pro- 
duction price exists, but we shall not 
attempt to discuss the merits of that 
question. 

From the Ambassador’s statement 
two inferences might be drawn, one 
that the sale price is too high because 
of inefficiency in distribution, the other 
that it is too high because profits are 
more than they should be. 

This is an indictment of both the elec- 
tric industry and of the State Commis- 
sions which regulate it. 

But the Ambassador has been guilty 
of a non sequitur. Neither of these 
conclusions could be supported by a 
fact, if it were true, that the sale price 
were fifteen times the cost of produc- 
tion. Such a statement does not even 


raise a presumption which ought to re- 


An Ambassador Makes a Speech 


quire an answer. Yet it is an argu- 
ment that a politician would be delight- 
ed to use; and perhaps it is an argu- 
ment that will be used if a political 
issue is forced upon the industry. 

It reminds us of a statement made 
on the floor of the United States Sen- 
ate not long ago. 


“If,” remarked a certain Senator, 
“you will notice the prices we pay for 
commodities on bills of fare, and 
what the farmers get for them, you 
will see proportionately what we pay 
for freight rates.” 


The Senator evidently assumed that 
all that lies between the farm and the 
man seated at a table in a restaurant 
is the railroad. It is a favorite form 
of political fallacy. The Ambassador’s 
reasoning is of the same type. 

The spread between the manufac- 
turer’s cost and the retail price might, 
in one case, be represented by a multi- 
ple of -5, in another 15, and in another 
1,000, but that alone would not prove 
that the sale price in either case was 
reasonable or unreasonable. The spread 
might or might not be justified. 

The conditions surrounding distribu- 
tion are usually not the same, and un- 
less they were precisely the same, com- 
parison of the spread between manu- 
facturer’s cost and retail prices is abso- 
lutely valueless. 


Toney CO Spear 














Presenting the Case of the 
Utility to the Public 


Much of the misunderstanding that arises between the corporations and 
the Man-on-the-Street, states the author, is due to the fact that the press 
relations are usually dictated by the lawyer, the financier, and the engi- 
neer instead of by the journalist who is trained to understand public 


opinion. 


This article tells why. 





By JAMES H. COLLINS 


It is quite 
a town—four hundred and fifty 
square miles of it to be got over, 

and practically untouched as to mod- 

ern city transportation. 

You see, first the railroads came to 
the northeastern edge of the original 
town, and stopped ; children may grow 
up in Hollywood and never see a rail- 
road train. The other day, happen- 
ing to go over to the East Side, I saw 
a railroad train for the first time in 
several months, and said to myself, 
“Are they using those things yet?” 

In Hollywood, where I live, we see 
chiefly aircraft. 

As the original town began to 
spread, the trolley was developed, 
with the outcome that Los Angeles 
has a magnificent system of trolley 
lines, operated on the local car system. 
Hardly anything resembling express 
service. To get from the East Side 
out to Hollywood, a distance of about 
twelve miles, as the crow flies, will 
take all of an hour and a half. 


I LIVE in Los Angeles. 


Nobody does it, except poor peo- 
ple, colored women with day work in 
Hollywood, and Mexican laborers 
who do not own some kind of a car. 
When the trolley systems failed to 
consolidate into real interurban sys- 
tems, the people began to get around 
this town in various other ways, ac- 
quiring cars of every description. 
Even the horses and mules ride in 
some kind of automobile. 


I DRIVE an automobile when I have 
to. But being an old hand at that 
game, I long ago became sold on trol- 
ley cars, subways, elevated trains. 
In Los Angeles, downtown people 
have short tempers. This is due, as 
much as anything, to the daily motor 
drive to and from the office. The 
drivers who cut in ahead, the traffic 
cops and lights, the parking place to 
be paid for, and the strain of driving, 
all help to “take it out” of business 
people, and they know that—but there 
seems to be nothing else they can do. 
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However, I travel very little, and 
always use trolley cars where it is pos- 
sible, and I have a choice. In Los 
Angeles, we have yellow and red cars, 
and in Hollywood red cars alone. 

I often use the yellow cars down- 
town for short rides. They corre- 
spond to the subway in New York. 
There is little use to take a taxi, be- 
cause this is not a taxi town; the rates 
are high, and the drivers have no 
“savey” in getting around a city with 
a bunch of traffic in a comparatively 
small center—they take you in, as a 
fare, and instead of cutting down 
some little-used street, proceed to get 
themselves tied up in the traffic. 

On the yellow cars I often ride sev- 
en blocks for 7 cents. Each car, nar- 
row gauge and of ancient architecture, 
has a little box of folders. “Take 
One!” is the invitation, and if you do, 
you read publicity explaining the dif- 
ficulties under which the company la- 
bors. 

As a passenger, this publicity leaves 
me cold. Seven blocks for 7 cents, 
and generally it takes seven minutes. 
I should worry! As a passenger, I 
am indifferent—which is one of the 
great basic traits of the public. 

On the red cars, to and from Holly- 
wood, I ride 8 miles for a dime—not 
so bad. But it takes forty minutes, 
and the cars are fifteen minutes apart 
in the busiest hours of the day. The 
ted car people do not explain things 
in leaflets, but from time to time I see 
articles in the newspapers explaining 
why the company needs higher fares. 

I would be glad to pay a nickel 
more for a faster ride, and a car every 
five minutes, but the newspaper pub- 
licity never says anything about that. 
The schedules have been exactly the 
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same for four years, to my knowledge. 
Self-interest! Another great basic 
trait of people—and of utility man- 
agement. 
I am concerned only with my 
troubles, and the utility folks want to 


talk about their troubles. East is 
East, and West is West, and never the 
twain shall meet. 
Howr® I happen to be some- 
thing more than a customer of 
utilities, because, as a writer, during 
the past twenty-odd years, I have 
known many utility executives, and 
written much about utility manage- 
ment. 

As a writer, I know that utilities are 
managed chiefly by engineers and fi- 
nanciers, who are more at home with 
technical problems than with people. 

The engineer is, psychologically, 
an “introvert,” meaning that his 
thoughts turn inward to peak hours, 
costs per unit, and so forth. Other- 
wise, he would not be an engineer. 

Once, years ago, a telephone com- 
pany planned putting the cables un- 
derground in a fine residence neigh- 
borhood. It was necessary to get the 
consent of property owners to run 
short poles along the rear of hand- 
some lots laid out in beautiful lawns 
—otherwise the wire-laden poles in 
the street could not come down. 

The company asked for such per- 
mission. True introverts, the engi- 
neers in management thought about 
what they wanted to do. The public 
became suspicious, and reasoned that 
wires were entirely underground 
downtown; why were they not un- 
derground in the residence district? 

The more the engineers explained, 
the more suspicious people grew. 
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Finally, it occurred to somebody in 
management to have me write a 
pamphlet for the information of the 
property owners. Being a journalist 
and, therefore, accustomed to think of 
the public’s viewpoint first, I got the 
facts, and put them in magazine form, 
with pictures. The short poles became 
“posts,” if you please! The reasons 
why telephone cable had to be kept 
dry, and a certain number of “pairs” 
brought out in each block to serve sub- 
scribers, were explained. Pictures of 
downtown New York before the de- 
velopment of underground cable were 
printed to make the principle clearer, 
and the whole Big Idea was put in 
terms of improved service to the pub- 
lic. If property owners would con- 
sent to certain necessary conditions, 
they could have a more sightly tele- 
phone arrangement. If they would go 
a little further, the service could be 
still better—but there were technical 
limits to the possibilities, as in all en- 
gineering questions. 


_——— pamphlet was distributed ; it 
contained an impartial descrip- 
tion, not propaganda, and the result 
was that the property owner found 
himself in exactly the engineer’s place, 
confronted with the engineer’s prob- 
lem and with several possibilities for 
solutions from which to choose the 
one with the most advantages, and the 
fewest disadvantages. 

This description was read, at lei- 
sure. It was an honest presentation of 
facts. People made a very good engi- 
neering decision, amounting to what 
the company wanted them to decide. 
And there was no further trouble. 


I Sees men are engineers, re- 
strained by financiers, and guid- 


ed by attorneys—all inward-turning 
men. 

They explain in reports, balance 
sheets, and legal decisions. 

If the public is to be taken into their 
confidence, the utility men usually 
have some “publicity” prepared and 
printed for distribution. 

This publicity, nine times in ten, 
takes the form of an argument for the 
engineering, financial, or legal side of 
their case. The stronger the presenta- 
tion, the more they feel that the pub- 
lic must see the facts. 

Now, the journalist works in a dif- 
ferent fashion. 

First of all, the journalist is con- 
cerned, not with proving a given case, 
but in getting and presenting the facts 
that will interest the public—and even 
entertain it. He knows how great is 
the competition for attention; he 
knows how indifference and self-inter- 
est rule even the technical fellows 
when they drop their own problems. 

The journalist wants all the facts, 
because as a reporter, he has learned 
that somebody has an interest in con- 
cealing some side of every news event, 
and to get that hidden aspect is the 
very essence of feporting—even 
though it is not always for publica- 
tion. The average utility argument 
looks, to him, as full of holes as a 
Swiss cheese, and he knows that it 
looks the same way to thousands of 
people who make up the public, and 
who will discount it on appearance, 
especially if there is evidence in the 
first paragraph of special pleading. 


, : ‘HE journalist knows that people 
are constantly taking sides in all 
new events, and that first impressions 


are valuable. You yourself, for ex- 
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What the Utility Wants to Tell May Not Be 
What the Public Wants to Know 


Ep ee men are engineers, restrained by financiers, 
and guided by attorneys—all inward-turning men. 
They explain in reports, balance sheets, and legal decisions, 

Their publicity, nine times in ten, takes the form 
of an argument for the engineering, financial, or legal side 


of their case. 


The stronger the presentation, the more 


they feel that the public must see the facts. 


“Now, the journalist works in a different fashion. First 
of all, the journalist is concerned, not with proving a given 
case, but in getting and presenting the facts that will 
INTEREST THE PuBLic—and even entertain it.” 





ample, are constantly taking sides. 

For example: 

In this morning’s paper you read 
that the Rabob of Utskut has fled 
from his obscure kingdom, with his 
young wife, and that Burzwa, leader 


of the Tolerant Party, has become 
president pro tem. 

Just step aside for a moment and 
watch your mind try to decide wheth- 
er the people of Utskut are right, or 
if its king is a fellow who thinks much 
as you do. The human mind does not 
rest until it finds the side it believes it 
had best be on, even in matters half 
round the world! We call that “form- 
ing an opinion,” and we will often 
fight to sustain our own side. 

The journalist knows that first im- 
pressions are vital in presenting any 
case to the public. 

The journalist knows, too, that util- 
ity questions are generally abstract. 
This means that they lack human in- 
terest for readers. 

/, good murder is entirely concrete. 
There is the corpse, the gun, the scene 
of the crime, the beautiful suspect. 


Why do people crowd to the house 
where the body was found and to 
the court building when the beautiful 
suspect is expected? Because here 
is something concrete—something, 
somebody to see. 


UTILITY problem is a matter of 
rules, regulations, decisions, 
money in small amounts that the pub- 
lic must pay, to make up huge sums 
that some abstract corporation is pre- 
sumably to get. Even if people read 
these solemn statements and rulings, 
they find nothing human or personal 
in them. 

“How is this going to affect me?” 
is the thought of the average man. 
And if he does not see, then, he is 
likely to conclude “Aw, well—that is 
a rich corporation, and they should 
soak it to them!” 

On the day a decision is handed 
down, the reporters interview the 
president of the company. They are 
child-like in asking, ““What do every- 
day people get out of this decision? 
Does it reduce living costs?” 
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But let us turn a utility problem in- 
to a murder case, and see if we can 
get the public to come and stare at the 
beautiful suspect! 


W: will take for illustration, the 
yellow cars, in Los Angeles; the 
one fact about them which I am abso- 
lutely prepared to go into court and 
testify to is, that I pay a cent a block 
to ride. 

How many more blocks the com- 
pany would carry me, I do not know. 

For several years, I believe, this 
company had some sort of law suit in 
progress for higher fares. I know 
only two things about that: 

First, that I see occasional head- 
lines in the papers about some new de- 
cision in the suit, and details that I 
have no reason to read. 

Second, that for a time the com- 
pany gave rebate slips on four-for-a- 
quarter fares, to be redeemed if the 
fare decision went against it. 

One morning, a year or so ago, the 
final decision was handed down by the 
courts. It made the higher fare per- 
manent. Immediately all the rebate 
slips that people had saved became 
worthless. The newspapers seized 
upon that idea, with a cartoon entitled 
“Another big fortune wiped out!” 
showing Father’s bundle of rebate 
slips, now nothing more than waste 
paper. 

At the time, the president of the 
company, or the attorney, or the pub- 
licity man, announced that this deci- 
sion meant better wages for em- 
ployees, new cars for the public to ride 
in, and—Oh, lots of nice things! He 
talked just like Santa Claus. 

But the same old cars are still run- 
ning, the same conductors and motor- 


men look as though they were getting 
the same pay, and as a customer, I get 
the impression that I have been mulct- 
ed for a forty per cent increase in 
fares without a penny’s worth of add- 
ed value. 

Naturally, we have newspapers here 
in Los Angeles that put that impres- 
sion into words for me, and make it 
strong—and these papers are read by 
the not-so-well-off folks who ride on 
the yellow cars. 


ow, a utility decision of that 

kind is a news event for one or 
two days, and it then drops out of the 
papers. 

A murder is, legally, nothing more. 
The crime is committed, the coroner’s 
jury brings in a verdict, a suspect is 
arrested, and the actual events then 
stop until the trial occurs. 

Everything between the murder 
and the trial, by which the court 
scenes become so dramatic to the pub- 
lic is—created by journalists. It is 
they who egg on the man in the street 
to speculate as to whether Katy did or 
Katy didn’t. 

Could a utility decision, or even a 
suit for higher fares, be dramatized in 
the same way? 

Yes, this is a possibility for the 
skilful journalist. 

The murder is richer in dramatic 
materials, affecting people where the 
utility case deals only with nickels, 
cars, and service. 

But the public interest is the same 
—newspaper readers want to know 
which side they shall take, whether for 
the beautiful defendant or the incor- 
ruptible district attorney, whether for 
the millions that will go to the rich 
corporation if it wins, or the new yel- 
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low cars it is going to get, with a more 
comfortable ride for another ‘two 
cents. 

Bitter battles are fought over those 
two pennies. Utility executives, at- 
torneys, and newspaper editors as- 
sume that the public is interested in 
the money involved, and nothing 
more. So much stress is put upon 
money that newspaper readers them- 
selves get the idea that this is the most 
important phase of the question. 

But if the utility executive would 
follow the market counsellor in his 
surveys of people, to determine poli- 
cies in selling things like automobile 
tires, he would discover that price is 
not an obsession with the public. 

In fact, one survey in the tire field 
disclosed that less than twenty per 
cent of the public hunts bargains in 
tires, that about thirty per cent select 
the highest quality tire as the most 
economical in mileage cost, and an- 
other fifty per cent purchase the best 
standard tire that it can afford, for the 
same far-sighted reason. 

Value interests the public much 
more than price, and this willingness 
to pay for value dominates a great 
deal of the merchandising of com- 
modities. 


I* dramatizing the rate case of a 
utility corporation, the seasoned 
journalist might bring out the better 
valué in a 7-cent ride, against a nickel 
ride. 

Here is where the yellow car folks 
have followed the usual policy of si- 
lence. 

Apart from a statement published 
at the time of the decision, I have read 
nothing about better service. 

What are the new cars going to 
look like? 

There is no reason why I should not 
know details of design from month to 
month, just as I know the color of the 
beautiful murder suspect’s eyes, the 
shape of her nose, and the kind of hat 
she wears every day. 

To me, it is just as interesting, and 
much more personal, to know how 
many steps up into the new cars, 
whether they will be operated by a 
conductor at the rear or the center, if 
the smoking compartment is to be 
kept, what upholstery, what system of 
marking the cars to show where they 
go—at present they are marked with 
letters, and you have to ask a cop! 

The fact is I am hospitable toward 
the merchandising effort on behalf of 
better cars and service, and if the 
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How Arrays of Mere Facts Affect 
the Ratepayer 
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presumably to get. 


“A utility problem is a matter of rules, regulation, deci- 
sions, money in small amounts that the public must pay, 
to make up huge sums that some abstract corporation ts 
Even if people read these solemn 


statements and rulings, they find nothing human or per- 


sonal in them. 


thought of the average man. 
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company can show me where I get 
more comfort and convenience for the 
2 cents, I will forget the higher price, 
like a good American, who is con- 
stantly being taught to pay more for 
automobiles, radio sets, straw hats, 
and sirloin steak. 


Fe at least ten years I have been 
waiting for some utility company 
to propose a 25-cent car or bus ride. 
It is a marvel to me that, with a pub- 
lic steadily increasing its expenditures 
for. better clothes, more comfortable 
homes, a broader life in entertainment 
and recreation, no corporation ever 
comes to me with a proposition to 
economize some of the most precious 
stuff I have, my energy, and sell me a 
ride in a club car for a quarter, or a 
motor bus in which the rule about 
seats for every passenger will not be- 
come a scrap of paper. 

In every other field of merchandis- 
ing, trading up is a profitable process; 
why not utility service? 

Engineers and financiers work hard 
to produce service, but for lack of 
merchandising and advertising ability, 
allow their customers to think about 
price alone. 


© urban transportation, the public 
has been led to think of price to 
such a degree that it knows nothing 
about other possibilities in trolley 
rides. The company is always plead- 
ing, litigating, and lobbying for high- 
er fares, in the opinion of the man in 
the street ; he sees the fares go up, and 
the traffic go down. The service is no 
better, and this man in the street has 
come to the conclusion that he is 
against the company. To be indepen- 
dent, he acquires some kind of auto- 
mobile. The cost per mile is at least 


5 cents in money—and how much in 
energy? 

I fully believe that merchandising 
methods will come in this field, as in 
every other, and that millions of fel- 
lows like myself are ready to hear 
what street transportation corpota- 
tions have to offer in the way of qual- 
ity service. 


NOTHER service that the journal- 

ist might do for the utility or- 

ganization is—to make it live in per- 
sonalities. 

Our great utility executives are 
mostly unknown. If the public knew 
them as well as it does the beautiful 
husband-killers, it would probably 
be equally sympathetic toward their 
problems! 

Is the time coming when corpora- 
tions will again be known by person- 
alities ? 

During the last fifteen or twenty 
years the Hills, Harrimans, Yerkes, 
and like figures, have disappeared— 
if they have not been studiously sup- 
pressed. To us customers today, a 
utility corporation is not a personality, 
but a banking influence—and we 
know where we get off in expecting 
anything from Money, in its imper- 
sonality. 

I fully believe that when the public 
is taken into “publicity,” and when it 
sees the wheels go round to produce 
better service for its money, and feels 
that a personality is working for its 
good as well as that of the corpora- 
tion, then it will be possible to do 
things in this field of business on a 
scale so big, and with such prompt- 
ness, that the public utilities will be 
come as popular as Henry Ford’s en- 
terprises. 
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Remarkable Remarks 





H. I. Puruies 
Newspaper columnist. 


Mastin J. INsuULL 
President, Middle West 
Utilities Company. 


Witutiam C. HAMMER 
Congressman from 
North Carolina. 


Henry T. Betiew. 


Louis Munro 
Advertising Agent of Boston. 


WiiaM J. HacGeNAH 
Vice President, Byllesby Engi- 
neering & Management Corp. 


Harper Leecu 
Economist and editor. 


“The upper berth was, is, and always shall be the 
answer to a rubber man’s prayer.” 


> 


“Our costs are established by the customer’s acts; by 
the amount of electricity he elects to use, by the time 
and place at which he chooses to use it, and by the 
duration of his use.” 


Aa 


“The moment private funds are used for the conduct 
of government business, we must admit that private 
organizations have the say as to the conduct of gov- 
ernment business.” 


aa 


“While the good citizens of New Jersey (those that 
voted for Morrow) are standing with eyes transfixed 
and arms extended for the countless glasses of imagi- 
nary lager promised them, the monopolies, particularly 
the power trust, will be licking the platter clean.” 


* 


“The public utility, like all large corporations, fur- 
nishes a relatively easy target for the professional poli- 
tician and in turn, for at least a portion of the press, 
who regard certain utility news as circulation building 
material of great value.” 


* 


“The best results cannot be expected from State Com- 
missions under situations that impose on the members 
duties and responsibilities comparable with those of the 
highest judicial officers of the state, but providing com- 
pensation that in some states is no more than the earn- 
ings of building tradesmen and factory artisans.” 


aa 


“What is called in political language the ‘pork barrel’ 
and ‘log rolling’ are really nothing more than economic 
equivalents for business vices, which are called ‘over- 
capitalization’ and ‘watered stock’ where get-rich-quick 
promoters have been at work. There is one important 
difference between the two varieties of overcapitaliza- 
tion—when water is pumped in by political log rollers, 
it stays in—or at any rate it Stays in as long as the 
government can collect taxes enough to pay the charges 
on it. In private business the water is squeezed out.” 
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Epwarp N. Hurtey 
War-time Chairman, U.S. 
Shipping Board 


Coronet M. C. Rorry 
Vice President, International 
Telephone & Telegraph 
Corporation, 


Matruew S. SLoan 
President, The New York 
Edison Company. 


Avsert J. Wooprurr 
Vice Chairman, Georgia Public 
Service Commission. 


O. C, Merrit 
Chairman of the American Com- 
mittee, World Power Congress. 


Joun H. Mirer 
Nebraska Commissioner, (in oa 
recent dissenting opinion.) 


Mere THORPE 
Editor, “Nation’s Business.” 


“The failure or inefficiency of many of our govern- 
ment enterprises such as canals, waterway improvements 
and flood control, is to be attributed to the fact that 
“log-rolling” rather than engineering science determined 
the execution of the projects.” 


> 


“The international telegraph service, whether by cable 
or radio, will perhaps always continue to play the more 
important role, but it is difficult to overestimate the 
value of the international telephone from the stand- 
point of friendly understanding between nations.” 


> 


“The laws and the machinery of public utility regu- 
lation are being recast to conform them to rapidly 
changing conditions in the utility field. Un- 
fortunately they are being recast amid a clamor of ex- 
tremist theories, demagogic attacks and political maneu- 
verings.” 


> 


“Comity has been established between states as to 
motor vehicle tags. Likewise, the reciprocal agreement 
reached in the matter of motor carrier certificates of 


public convenience will go far toward eliminating many 
difficulties that have been a cause of friction between 
the state agencies.” 


* 


“The conference has revealed more clearly than ever 
before the fact that world interest in the use of power 
is progressively becoming a positive influence in binding 
nations together. Political frontiers and language 
barriers are no obstacles in the eyes of engineers and 
scientists.” 


> 


“It is my understanding that the street car officials 
and employees use their own automobiles to come and 
go to and from their work. Instead of using their 
own cars I think they should ride the street cars, on 
a reduced fare. This of itself would bring in some 
additional revenue.” 


* 


“We are told by the Senior Senator from Nebraska 
that if we had the Canadian system of government 
operation we could save the domestic users of electricity 
six hundred millions dollars each year. That statement 
needs light in view of the fact that the total domestic 
bili for electricity in the year referred to was only four 
hundred and thirty-three million dollars.” 
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The Real User of a Charter 
of a Utility 


Is Its Granting a Business Transaction— 
or an “Act of Grace?” 


ag B= great question for me and for you to ask is whether 
we are going to return to the 300-year old distinction 
between a company engaged in a wholly private business and 
a company engaged in a monopoly of a service which must be 
used by all our citizens, rich and poor alike—a monopoly 
which exists by grace of you and me, through the charters 


which we have granted.” 


Aisa 


«ies. pe ee ae 


GOVERNOR OF NEW YORK 


By HENRY C. SPURR 


HIS is a fair statement of the 

attitude of a large part of the 
public not only toward its utilities and 
their regulation, but also toward all 
other kinds of business conducted by 
corporations. 

The impression we wish to convey 
by that attitude is: 

If it were not for us where would 
you be? It sounds a good deal like 
parents reminding a wayward child 
of how much they have done for him. 

Before considering the question of 
the graciousness of the public in 
granting charters to utility companies 
and other kinds of corporations, a 
few preliminary observations will be 
in order. 

We all know that Amos and Andy 
of the famous Fresh Air Taxicab 
Company of America, Incorpulated, 
are buddies and partners; but that 
Andy has acquired a somewhat exag- 


gerated notion of his own importance. 
He is president of the company. 
Amos is only the driver of the taxi. 
Andy does the talking but it is Amos 
who brings home the bacon. Andy, 
however, does not seem to appreciate 
that. 

“Now there you is, Amos,” says 
Andy, indicating that Amos’ views 
and Amos himself are of very little 
consequence. 

It is always Andy who handles the 
big propolitions, including the income 
tax. What makes that happy frame 
of mind on the part of Andy so in- 
teresting is the fact that it is so preva- 
lent outside of the Fresh Air Taxicab 
Company of America. 


Ove upon a time, the customer, 
whether of a utility company or 
of any other kind of business, was re- 
garded as not worthy of much con- 
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sideration; but for a quarter of a 
century there has been a decided re- 
versal of this attitude. 

Referring to the present day treat- 
ment of customers by department 
stores, Boris Emmet, in an article in 
the American Mercury of May, 1930, 
says: 

“The motto, ‘The customer is always 
right,’ is usually construed to mean that 
the store is always wrong, as a matter of 
good business policy. The wide-awake 
customer knows that he can make almost 
any store acquiesce in anything, irrespective 
of its reasonableness, as long as he is will- 
ing to go higher up. What the department 
manager may not grant will be granted by 
the Adjustment Bureau, and if the Adjust- 
ment Bureau says No the superintendent 
will say Yes, under sufficient pressure. By 
the time the complaint reaches the general 
manager the matter is usually settled to the 
full satisfaction of the customer.” 


The ‘guest gets the same sort of 
consideration in first class hotels; and 
the customer of a utility company is 


coming to be regarded as the master 
of the house. 

The customer is, of course, not al- 
ways right and conversely the mer- 


chant is not always wrong. The 
slogan that the customer, like the 
king, is never wrong, is merely a bit 
of blarney—a pleasing dab of fiction, 
to flatter him and hold him in line. 
The cold fact is that the customer has 
no monopoly on angelic qualities in- 
cluding the disposition to be fair and 
to give the other fellows at least an 
even break. The customer is only a 
human being—no better or worse on 
the average than the merchant who 
sells to him. 

But the customers popularly desig- 
nated “the public” have been cajoled 
and patted on the back so long that, 
like Andy, they have come to regard 
themselves as the heads of the con- 
cern and the only factors in the busi- 


ness worthy of consideration. The 
pendulum of importance, instead of 
swinging against the customer as it 
once did, is now very far over on his 
side. 


A‘ applied to public utility busi- 
ness, instead of the slogan— 
“the public be damned,” the slogan 
of a portion of the public at least has 
become: “The utilities be damned! 
Regulation be damned! The Supreme 
Court be damned! Everybody be 
damned except us!” 

So granting the company the right 
to drive the taxi has become an act of 
“grace.” 

Suppose we analyze this quality of 
“grace” on the part of the public in 
granting charters to public utility 
companies. If the grant of a charter 
to a company to do business is an act 
of grace, what term is strong enough 
to characterize the granting of the 
extraordinary privilege of using the 
streets? Perhaps it should be con- 
sidered as an act of supreme grace. 

Now an act of grace is the bestowal 
of mercy or favor by one person upon 
another without thought of self. The 
flow of grace is wholly from him who 
grants it to him who receives it. The 
grace may overflow but nothing re- 
turns to the source of grace except a 
possible thank you. Nothing at least 
is expected. That is what makes the 
act so gracious. 

But if a man steps into a tobacco 
store and exchanges a coin for a 
cigar it can hardly be said that he is 
on an errand of grace. That would 
be clearly nothing more than a ma- 
terialistic commercial transaction in 
which both the smoker and the dealer 
profited. Both would be moved by a 
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selfish interest. Neither of them 
should be condemned for that, as self- 
ish interests are perfectly proper. 
Still neither would have the right to 
claim that his conduct was so altruis- 
tic as to put it in the grace class. 


I’ utility companies were not grant- 

ed charters or the right to use the 
streets they could not do business. 
On the other hand, if these rights 
were not granted the public could not 
have the service. ‘The granting of the 
right to serve is not the grant of 
something for which nothing is ex- 
pected. The public’s interest is as 
selfish as that of the corporation. It 
is as much of a commercial trans- 
action as the sale of a bushel of pota- 
toes. 

If the owner of land wants a man 
to build him a house on it, the land- 
owner has to grant the builder a right 
to enter upon the land. The con- 
tractor could not build the house with- 
out that privilege. 

Why, then, should the landowner, 
because he grants the builder of his 
house the right to go upon his land 
for that purpose, set himself upon a 
pedestal and consider that he is con- 
ferring upon the builder an extraordi- 
nary privilege, which amounts to an 
act of grace? He merely grants the 
right to go upon the land because he 
could get the house in no other way. 
By granting that right he is serving 
his own purpose. It is true that the 
builder also benefits, but why should 
he be regarded as the sole beneficiary? 


” ged a city and village not sup- 
plied with electric service has 
wanted it just as many a landowner 
has wanted someone to build him a 


house. If the citizens desire that an 
electric company deliver service to 
their homes, they must, of course, al- 
low it to enter upon the streets and 
the land to deliver it. 

Why then should this be regarded 
as an act of grace? 

The right to enter upon the streets 
is no more for the special benefit of 
the company than is the privilege 
granted by a landowner to a builder 
to go upon the land for the erection 
of a house a privilege for the special 
benefit of the builder. 

It is usual to say that public utili- 
ties are granted the use of the streets 
and that this is an unusual privilege 
granted to no other kind of business. 
But this is not true. Where would 
the grocer, the butcher, the shop- 
keeper, or the manufacturer be if he 
had not likewise the privilege of us- 
ing the streets? 

A woman steps to the telephone and 
orders food and merchandise. She 
could not transmit that order if the 
telephone company had not been 
granted the right to use the streets. 
Neither could she have the food and 
merchandise delivered at her door if 
the grocer, the butcher, or the mer- 
chant had not an equally valuable 
right to use the streets. 


AKE, for illustration, two house- 
holders living side by side. One 
of them heats his house by gas and 
the other by coal or oil. Heat is what 
they both buy. The gas is delivered 
to the place where it is to be used for 
heating by means of mains from the 
gas holder through the streets to the 
lot line, then to the furnace by a pipe 
on the owner’s premises. 
The coal or oil is delivered from 
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se utility companies were not granted charters or the 
right to use the streets they could not do business. 
On the other hand, if these rights were not granted the 


public could not have the service. 


The granting of the 


right to serve is not the grant of something for which 
nothing is expected. The public’s interest is as selfish as 
that of the corporation. It is as much of a commercial 
transaction as the sale of a bushel of potatoes.” 





the headquarters of the coal or oil 
merchant through the streets, then 
carried to the cellar or storage tank 
over the owner’s premises. 

What is the difference between one 
form of delivery and the other? Both 
forms require the use of the streets. 
The only difference in the use of the 
streets for gas and coal and oil trans- 
portation is in the method of street 
use. The purpose is the same. 

The streets have to be torn up when 
the gas mains are laid. But the streets 
also have to be torn up when the pave- 
ments are laid. Once the gas mains 
are down, however, the use of the 
streets by the gas company is much 
less inconvenient to the public than 
the use of the streets for the delivery 
of coal and oil. 

Trucks have to be used to carry 
coal and oil. Every time this is done 
the street is obstructed to a certain 
extent. Its use is made more difficult 
for other purposes. In the delivery 
of gas, the highway is not obstructed 
at all. If all merchant and all pleas- 
ure vehicles used the streets as con- 
veniently as gas companies do there 
would be no traffic problem. The 
same could be said of the use of 
streets by all other utilities except the 
surface transportation companies. 


Why then do we say that the use of 
streets by public utilities is more in- 
convenient and different from the use 
of streets by all other classes of citi- 
zens? 


HY do we make such a fuss 

about granting utilities the right 
to use the streets when the use of 
streets by utility companies is less dis- 
advantageous to the general use for 
which highways are designed than is 
the use for other purposes? 

Anyway the streets, when used to 
deliver utility service are used by the 
public, for it is the public which is 
served by that use. 

Permitting a gas or electric com- 
pany to enter upon land to make ice 
in the owner’s refrigerator is no 
more of an act of grace than per- 
mitting an ice man to carry a chunk 
of ice upon the land to put into a re- 
frigerator. Nor is the granting of 
the use of the streets to get gas or 
electricity to the lot line for refrig- 
eration any more an act of grace than 
the grant of the use of the streets to 
the driver of the ice wagon. All of 
these uses are for the benefit of the 
public. 


| gee werner it might be well to 
call attention to another popular 
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misconception about utility service. 
Governor Roosevelt says that utility 
service must be used by all our citi- 
zens, rich and poor alike. 

But why? 

Not because the public has any nat- 
ural right to that service but because 
the service has become so valuable 
that the public does not feel that it 
can get along without it. 

To go back to the artificial ice busi- 
ness, for example. For years we 
were served by the ice man with his 
wagon which was the delight of small 
boys. Then along came gas and ice 
refrigeration. But before the ice man 
could be replaced by the gas or elec- 
tric man the value of the new service 
over the old had to be demonstrated. 
The public has no natural right to 
artificial ice service. If it becomes 
universally used it will only be be- 
cause it has made its own way on its 
merits in the world. It is so with 
other kinds of utility service. 

Most of the utility services we now 
enjoy did not exist in Washington’s 
time. The public had no natural right 
to them. These new services were 
created by men of inventive and com- 
mercial genius. They had to be sold 
to the public, often in the face of great 
opposition, just as artificial refrigera- 
ting service has had to be sold. 

The fact that it is now thought that 
utility service must be used by all of 
our citizens, rich and poor alike, is a 
fine tribute to the vision and enter- 
prise of those who conceived it and 
who have placed it within the reach 
of all, rich and poor alike. 


y is the public which has been the 
beneficiary of utility service. It is 
a service which has been presented to 
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the public, a service so valuable that 
rich and poor alike feel that they must 
have it. And, by the way, it is a serv- 
ice which was not created by the pub- 
lic or by the Federal or state govern- 
ments, and turned over to the utility 
companies to be produced by them as 
agents of the public. It is Amos and 
not Andy who has done this work 
no matter what Andy says or thinks 
about it. 

Utility service, instead of taking 
something from the public to which 
it is entitled, has presented something 
to the public. In doing that the utili- 
ties have made the public richer, not 


poorer. 


—— Roosevelt states that the 
public utilities have been grant- 
ed a monopoly of service by an act of 
grace. Probably a good many per- 
sons will say amen to that. 

But the monopoly privilege like the 
use of the streets was granted for the 
benefit of the public. It was granted 
in the expectation that it would pro- 
duce lower rates and better service. 
Competition in the utility field is con- 
ceded to be wasteful and costly to the 
public. It is much better to have one 
telephone company in a city than two. 
Where two utility companies are serv- 
ing in a field not rich enough to sup- 
port more than a single utility, neither 
can give satisfactory service. A 
monopoly is given so that adequate 
service can be rendered by a single 
company and this is supplemented by 
regulation so that the prices charged 
for that service shall not be excessive. 

The public, therefore, cannot read 
its title clear to grace by showing the 
grant of a monopoly privilege 
through which the public itself ex- 
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pects to gain an important advantage. 

Besides, utility service is not strict- 
ly monopolistic. It is monopolistic 
in the sense that one company is pro- 
tected from competition by another 
company of the same kind. If a gas 
company, for example, is serving a 
city satisfactorily and at reasonable 
rates, another gas company will not 
be allowed to come in. The same is 
true of an electric company, a tele- 
phone company, or a street railway 
company. 

That does not mean, however, that 
a utility company protected from 
competition with companies of its own 
kind does not have to meet serious 
competition from the other sources. 
A large percentage of the electric 
business consists of the sale of power 
and commercial lighting. This is the 
greater part of the electric load of 
some companies; and this business is 
on a strictly competitive basis. There 
is nothing to prevent the owner of a 
manufacturing plant from _ using 
steam power or even electric power 
generated by himself. The owner of 
a large office building is not dependent 
upon an electric company for electric 
lighting. He may manufacture his 
own if he desires, and this is done in 
many cases. The only way an electric 
company can get this business is to 
bid for it on a competitive basis. If 
the electric company could not supply 


q 
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private calling (an ordinary business) lies in the fact 
that a utility must serve all comers without discrimina- 
tion at reasonable rates, while a private business con- 
cern can serve whom it pleases at any price it can get.” 


156 


e 


the service as cheaply as the owner of 
a plant or building could, the utility 
company would not get a contract for 
it. If it could not get this commercial 
business, domestic rates would be 
much higher than they are. 


HE gas business is now a heating 
proposition. It is, therefore, in 
competition with coal and oil. There 
is plenty of coal and oil at the present 
time. 

Presumably the gas people want to 
introduce gas for the heating of 
houses. This would tremendously in- 
crease their business. But they can- 
not hope to put gas heating plants in 
homes until the price can be brought 
down far enough to make the service 
attractive to householders as com- 
pared with the cost of coal or oil heat- 
ing. It makes no difference whether 
the company’s field is protected from 
the invasion of other gas companies 
or not. It will not get the house-heat- 
ing business until it can outbid the 
coal and oil people. 

Street railways have a monopoly 
of street railway business. They can- 
not, however, because of that fact 
charge what they please for street rail- 
way service. 

The public is, therefore, not so 
much at the mercy of utility monopo- 
lies as many persons think. It has a 
double protection. Rates are regu- 


T present in America the distinction between a 
public calling (a public utility business) and a 
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lated both by State Commissions and 
by competition. 

The impression Governor Roose- 
velt seeks to convey in the statement 
quoted at the beginning of this article 
is that public utilities are conducting 
themselves today as if they were pri- 
vate enterprises ; that the 300-year old 
distinction between public and private 
callings has-been lost sight of. 

Nothing could be further from the 
truth. 


ype within Commission con- 
trol are subject to pretty close 
supervision. They cannot get into 
business without Commission consent. 
It is not certain that they can go out 
of business without Commission con- 
sent. In many states, they must go 
to the Commission before they can 
issue their securities. They must 
keep books as the Commission directs. 
Rates and service must be such as the 
Commission prescribes. 

The fact is that the distinction be- 
tween a public calling and a private 
calling is more marked today than it 
ever was. 

There was no such attempt to regu- 
late public callings 300 years ago, 200 
years ago, or even 100 years ago, as 
there is today. Regulation has been 
extended further than anyone would 
have dreamed possible even 50 years 
ago. The fact that Governor Roose- 
velt would not regulate rates as courts 
say they must be regulated, does not 
mean that rates are not being regu- 
lated or that the public utility busi- 
hess is being conducted as if it were 
a private enterprise. 

The 300-year old distinction to 
which the Governor refers was sim- 
ply this: 


\ 


Those who are engaged in so-called 
public callings, originally innkeepers, ~ 
surgeons, common carriers, victualers, 
and a few others, by reason of the 
public nature of their business must 
serve all comers at reasonable rates. 
This rule did not apply to private call- 
ings. 

At present in America the distinc- 
tion between a public calling—a pub- 
lic utility business—and a private call- 
ing—an ordinary business—lies in 
the fact that a utility must serve all 
comers without discrimination at rea- 
sonable rates, while a private business 
concern can serve whom it pleases at 
any price it can get. This distinction 
is enforced at the present time. 


Bie ask whether we are going to 
return to the time-honored. dis- 
tinction between public and private 
callings is like asking whether we are 
going to return to the time-honored 
habit of breathing. We do not have 
to return to the time-honoréd habit 
of breathing because we have never 
abandoned it. 

The New York Commission be- 
tween 1921 and 1928, inclusive, en- 
tered 11,440 formal orders in pro- 
ceedings brought before it besides 
handling informal complaints at the 
rate of forty a day. Other Commis- 
sions are also active handling thou- 
sands of regulatory matters. This 
does not look as if the public utility 
business is conducted on the theory 
that it is a private enterprise. 

Governor Roosevelt’s question can- 
not be answered yes or no, because it 
assumes a fact which does not exist. 
It belongs to the same family as the 
famous question: “Have you ceased 
beating your wife?” 
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The Gas Man Robs 
the Undertaker 


No. 6: Heroes oF THE ARMIES OF INDUSTRY 


Three incidents from the life of an industrial inspector 
that illustrate the value of accident-prevention training in 
serving the public welfare. 


By ARMSTRONG PERRY 


HE undertakers’ union ought to 

do something about Leonard J. 

Robertson, of St. Paul, Minne- 
sota. 

Robertson is an industrial inspector 
for the Northern States Power Com- 
pany which supplies gas and electric- 
ity to the wide territory that is served 
by the industries and merchants of the 
Twin Cities. 

In his routine work he cuts down 
the casket trade by preventing acci- 
dents. In sixteen years there has been 
no fatality due to gas equipment that 
he has inspected. And he is not satis- 
fied with that. He goes right on 
cheating the grave diggers in his time 
off, and even during vacations. 


acca took his family to Chi- 


cago in the family bus. There 
are two boys, a girl, and their mother. 
They went out for a walk in Lincoln 
Park. Jerry, the oldest boy, reported 
that he had just seen a little girl fall 
into the fountain near the conserva- 
tory. 
They all ran in that direction. They 
saw the little girl bobbing up and 


down beneath the surface of the 
water. Robertson threw off his coat. 
‘As he vaulted over the rim of the 
fountain he noticed that the basin was 
shaped like a great bowl. The sides 
sloped sharply. They were covered 
with slime. The child had left marks 
in the slime as she slid into the water 
head first, trying to check her descent 
with her hands. 

Robertson reports that he found the 
surface of the water to be about four 
inches above his head when he stood 
on the bottom with the child in his 
arms. He tried to walk up the slope 
to the rim of the basin, but it was like 
trying to climb a greased pole. By 
jumping he could bring his own head 
and that of the child up into the air. 
Weighted down as they were with 
their wet clothing, he could not stay 
up for any length of time. 

A man appeared, looking over the 
edge. He was taller than any mem- 
ber of the family, all of whom were 
doing their best to help. 

“Give me a hand!” shouted Robert- 
son. 

The man continued to gaze, as 
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calmly as he might look at the seals 
in their pool at the-zoo. He gazed, 
and did nothing more. 

Then, fortunately, a passing labor- 
er was attracted to the scene. Only 
one glance showed him what was 
needed. Off came his jacket. Hold- 
ing fast to one sleeve he tossed the 
garment into Robertson’s outstretched 
hand. Clinging to the jacket, Robert- 
son was able to climb the slippery 
slope. 

Willing hands relieved him of his 
burden. As he clambered dripping 
over the rim he noticed that the man 
who had refused assistance was im- 
maculately dressed. His pearl colored 
spats seemed to put him in the “dude” 
class. 


HE child was unconscious, but a 
little draining and prone pressure 
resuscitations, such as the gas utilities 


teach their employees, soon restored 


her. A twelve-year-old girl, whose 
carelessness appeared to have been re- 
sponsible for the accident, hurried 
away with the youngster as though 
she had a premonition of a spanking 
to come. 


wo days later the Robertsons 

were driving through a Chicago 
suburb on their way home. A brand 
new Buick shot past their car, doing 
about fifty-five. It swung back into 
the right lane, and began to wobble. 
The wobble increased. Then the car 
grazed a pole, went into a swamp and 
turned over. 

Robertson pulled up near the wreck 
and waded in. The wheels of the Bu- 
ick were in the air. The engine was 
purring as though nothing had hap- 
pened. Gas and oil were pouring 
over the driver and onto two elderly 


women who were in the rear seat. 

All that was needed to make the ac- 
cident a front-page story was a spark, 
and that might come from the igni- 
tion any second. Mrs. Robertson re- 
minded Mr. Robertson that gas tanks 
sometimes explode. 

“Shut off your motor!” Robertson 
shouted to the man upside down at 
the wheel. 

The man made some feeble move- 
ments, but seemed to be in a corner 
and unable to get out. 

There were several things to be 
done and any of them might be too 
late. Robertson took just a moment 
to analyze the situation. 

One rear door was blocked. He 
decided to break the glass in the other 
rear door—and found a woman’s face 
pressed against it so tightly that the 
window could not be smashed without 
cutting her dangerously. 

Then Robertson tried a front door. 
Through this he reached the ignition 
key and turned it. He pulled out the 
driver, a man of middle age. 


HE ladies then were extricated. 

One came out cool and collected. 
The other old lady had broken a 
shoulder. A jagged end of bone pro- 
truded through her clothing. The 
Robertsons rendered first aid—an ac- 
complishment he was taught by the 
gas company—and remained in 
charge until relieved by the authori- 
ties. 


—— attempt at life saving most 
nearly in the line of his duty was 
miade by Robertson in the home of a 
neighbor, across the street from his 
own residence. 

William F. Harvey, the neighbor, 
went into his cellar to wash some bot- 
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tles. What kind of bottles they were 
is not stated. Near him was a gas 
heater. It had been installed without 
a flue. Before long Mr. Harvey 
passed peacefully under the influence 
of carbon monoxide. 

He was alone in the cellar. There 
was nothing between him and heaven 
except the kind of lucky coincidence 
that causes hardhearted editors to 
bawl out fiction writers who try to re- 
main loyal to life as it is. 

The picturesque element in this co- 
incidence was a watermelon wagon, 
driven by a leather-lunged huckster. 
He happened to come along just as 
Harvey was sleeping what soon would 
develop into his last long slumber. 

The second element in the situation 
was Harvey’s dutiful wife—and let 
us pause here to admonish all wives 
that shooing away a huckster who is 
selling their husband’s favorite fruit 
may be fatal, one way or another. 


M*: Harvey was not strong. It 
would have been excusable if 
she had waved the watermelon man on 
his way instead of going down the cel- 
lar stairs to consult her husband. But, 
good wife that she was, she went to 
ascertain the wishes of her spouse. 

She found him lying on the cellar 
floor. He showed no sign of life. A 
strong odor of gas gave her the clue 
to the situation. 

She was not strong enough to lift 
her husband. She hurried out and 
called for help. Leonard Robertson, 
‘ off duty and at home, heard her trem- 
ulous outcry. He ran to her assist- 
ance, grasped the meaning of her 
frightened, disconnected words, fol- 
lowed the direction that she pointed 
out. 


Robertson knew the chance he took 
in going into carbon monoxide. Long 
experience as a gas man had taught 
him that. He knew that this gas did 
its deadly work so quickly that its vic- 
tims seldom knew what happened. 
This knowledge did not retard his ac- 
tions. In he went, and in a few mo- 
ments he was out again, with his man. 

Robertson’s brother, George, joined 
him. They laid Harvey on his stom- 
ach and applied the prone pressure 
method of resuscitation. 

The neighbors gathered. In the 
group were several women. As they 
watched Robertson, sweating at his 
task, they began to feel that he was 
not doing the right thing. 

“You're hurting his back!” one re- 
monstrated. 

After a while a doctor came. He 
said that Robertson was doing all that 
anyone could do, and more than could 
be done with a machine for artificial 
respiration. He encouraged Robert- 
son to keep on. 

Fifty-five minutes passed before 
Harvey showed signs of life. After 
he was able to breathe for himself, 
four days in a hospital restored him 
to normal condition. 

Officials of the Northern States 
Power Company investigated. Then 
they recommended Robertson to the 
American Gas Association for one of 
the McCarter medals. The medal and 
certificate were awarded in due time. 

When interviewed at his home 
for Pusiic Utivities ForTNIGHTLY, 
Robertson was in danger of having to 
perform another rescue. He was 
painting a set of chairs and a maltese 
kitten was cavorting around, waiting 
for the job to be finished so he could 
walk on it. 


160 








As Seen from the Side-lines 





WueEn Senator Grundy enumerated 
the Western “backward states,” they 
promptly responded that New England 
is decadent. 

Now, nothing could be farther from 
the truth. 

* * 

RiskinG that Mr. H. L. Mencken 
may avidly seize these lines for his 
dreadful “Americana,” we venture to 
assert that in the measure of their age, 
their areas, their population, and their 
opportunities the American States, far 
from being either backward or de- 
cadent, have accomplished the greatest 
progress in cultural and material pros- 
perity which the world has seen. 

* * 

THEY have attained their fulsome 
state in such a short span because even 
the restrictions imposed against indi- 
vidual liberties imposed upon them by 
arbitrary legislative assemblies and 
yielding executives have not deterred 
their determination to make out their 
own lives according to their notions. 

* * 

Pustic regulation, in the interest of 
which these columns are devoted, was 
conceived in the spirit of conserving the 
liberties of the public, or, in other 
words, of preventing their rights from 
being transgressed. 

* * 

In this respect, the New England 
States, far from being decadent, are 
today demanding all manners of ex- 
tensions of public regulations. 

* * 


Tuey are yelling for them with such 
lust and abandon that they are in danger 
of acquiring a sore throat that will 
reach from Moosehead Lake to Long 
Island Sound. 


* * 


_Massacuusetts, as the apt illustra- 
tion, regulates the hours of labor and 


the conditions of employment to a more 
sizable extent than any other common- 
wealth in this Nation, not excluding 
either Wisconsin or New York. 

* * 

Her public utilities laws constitute 
the model adopted by many of her 
colleagues. 

* * 

Her election laws regulate the ex- 
penditure of campaign funds in a man- 
ner that seems to make the Illinois and 
Pennsylania conditions impossible. 

* * 

AND now she is in the mood to de- 
mand the enactment of a new code of 
laws which can possibly prevent gullible 
and innocent persons from being 
mulcted in shady, phony, and outright 
fake stock transactions. 

ok * 

Ir seems that fifty millions of dollars 
a year are extracted from the gullible 
section of the population up there. The 
Governor, the attorney-general and 
the business interests which are respect- 
able manifest their alarm in the situa- 
tion. Tidy fortunes, nest eggs, and 
paltry family stakes are being wiped 
out. Money that could be devoted to 
honest business is being caught in the 
web of worthless securities. 

* * 


THE state has a Blue Sky law and, 
interestingly enough, it relies for its en- 
forcement upon the State Department 
of Public Utilities, which regulates the 
railroads, railways, motor busses, tele- 
phones, and telegraphs. 

oK *” 

DESIGNED to eliminate the dangers of 
speculation, it seemingly has promoted 
it. The sale of a security is required 
to be licensed. The stock salesman, too, 
must receive a license from the com- 
monwealth. With the result that the 
salesman takes his phony stock into the 
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home of a trusting person and exhibits 
its license and his license as the seal of 
its reputed high value. 

* * 


THE state has assumed the responsi- 
bility of protecting the public against 
their own gullibility and it now is 
pressed by the necessity of being effec- 
tive. “There is plenty of law now,” 
says the Stock Exchange representa- 
tives in the face of a demand for ex- 
pansive amendments. “Make the ad- 
ministration of it effective by increasing 
the staff of the Public Utilities Depart- 


ment.” 
* * 


So, the decadence of Massachusetts is 
reflected by the aggressiveness of its 
citizens who demand either a larger or 
more effective measure of regulation. 
It is an axiom of government, or at least 
it ought to be, that virile demands for 
extension of governmental powers are 
not a sign of depreciating mentality. 

* - 

Not to be outdone in this spirit of 
regulatory demands, the people of Bos- 
ton insist that a power should be lodged 
to curb “the abuse” of radio reception. 
A year ago the people were complaining 
that reception was inadequate. Now, it 
seems, there is too much of it. The 
loud speaker disturbs man’s peace of 
mind, the serenity of his home, and the 
atmosphere of his neighborhood. 

* * 

So, a criminal would be made out of 
the man whose radio broadcasts or 
emits loud noises in excess of fifty feet. 
Such a code, of course, is unenforce- 
able. It would require a cop to stand 
outside every house in the state, with 
a fifty-foot rule in his hand, and with 
his ear attuned to every shifting breeze. 
If he were hard of hearing, that would 
be our good luck. But if we tuned in 
on Rudy Vallee when his heart was set 
on Amos ’n’ Andy, he doubtless would 
swear our lives away. 

* * 

NEVERTHELESS, the spirit of more 
regulation arises and it becomes the 
antithesis of that alleged mental de- 
cadence. 


1 
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Neighboring New Hampshire ex- 
hibits its truculence. Its Public Service 
Commission is told by the court that it 
must cease its inquiry into the financial 
structure of the holding corporations 
that have steadfastly acquired owner- 
ship of its public utilities. In fact, an 
injunction against its elaborate inquiry 
is issued by the Federal courts, no less. 
* * 

Now, an injunction is a solemnly 
serious document and it causes its aver- 
age recipient to pause and then to yield 
to it, if grudgingly. But the duty of 
the Commission, as thé Commission 
sees it, is quite another matter. We 
have it on good authority that the Com- 
mission has dropped the injunction into 
one of its desks seldom opened and has 
gone ahead with its probe. Illustrating 
that these New Englanders take their 
regulatory laws with a seriousness that 
would confound even the son of a wild 
jackass. Mr. Chief Justice Hughes and 
his associates ultimately will be required 
to give thought to the ethics and rights 
of this situation. 

ok * 

In the interim the good people of 
Boston give thought to the question of 
whether they shall acquire the Boston 
elevated street railway from its private 
owners. The Elevated, quite the largest 
and most important street railway sys- 
tem in the northeast, is now operated by 
the public, in the sense that its policies 
are determined by a board of managers 
appointed by the Governor. That ad- 
venture was taken in compliance with 
the surging spirit of public regulation. 

* * 

WHETHER the present system will be 
retained, whether the Elevated shall be 
returned to its private owners, or 
whether the public shall go the whole 
distance of public ownership are the 
questions to appear upon the ballot this 
Fall. Decadent indeed! People up that 
way are always thinking up things to 
keep their minds busy. 


frime F Kann tut 
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What Others Think 





What the Commissions Are and Are Not 
Accomplishing 


N enormous number of regulatory 
A questions are being handled by 
State Public Service Commissions. 
Very few of these receive public at- 
tention; it is only an occasional case 
which gets into the newspapers. 

Referring to the number of cases 
handled by the New Jersey Commis- 
sion, Commissioner Charles Browne has 
recently said: 


“The Board hears some 1,200 cases year- 
ly at its offices in the Industrial Building, 
Newark, in the state house in Trenton, 
and in the court house in Camden. 
Through the efforts of the heads of the 
departments and inspectors, perhaps as 
many more cases or complaints are set- 
tled out of court.” 


The cases settled “out of court” are 
often important. Rate reductions that 
run into large savings to the ratepayers 
have resulted from this inexpensive 
and expeditious method of settling con- 
troversies. 


ANY of these cases settled out of 
M court relate to minor matters, as 
far as the public is concerned, but are 
important to the customers involved. 
They are called “informal complaints.” 
The regulation machinery may be set 
in motion by the mailing of a letter to 
the Commission. The New York Com- 
mission receives an average of 40 in- 
formal complaints a day, which require 
adjustment through the office of the 
Commission. 

Speaking on the same point before 


that most successful of our industrial en- 
terprises by asserting that proper vigilance 
was not being exercised over rates and 
charges, because there had been a break- 
down in the administration of the regula- 
tory Commissions. They have since shifted 
their ground and now allege that the func- 
tion of the Commission should be that of 
a prosecutor of the utilities. This was not 
the original concept of the character of the 
Commission, is not now the proper con- 
cept, and never should be. It is obvious 
that if the Commission is to represent only 
the customers of the utilities and act only 
in their interests the sole source of pro- 
tection the utilities will have is the courts, 
and this will result in making the courts 
an even greater infiuence in the determi- 
nation of utility problems than they have 
ever been before. It will thus aggravate 
the very condition that Commission and 
utility criticis have been denouncing, name- 
ly, that there has been too much recourse 
to the courts upon questions that should 
be decided by the commissions. 

“The issue thus raised is one of supreme 
importance, and it must be met and settled 
by direct and definite arguments and 
methods. There is always a disposition 
on the part of politicians to pander to 
what they believe to be public sentiment 
against capital. In fact, this is a favorite 
game of legislators and other office-hold- 
ers. This attitude must be curbed by frank 
discussion of economic questions and a 
determination to assert the mutual rights 
and interests of capital and those whom 
it serves, in other words, the public. In 
this way we shall be maintaining the sound 
principles of American business and Ameri- 
can justice. If justice is denied, business 
will suffer. If business suffers, the public 
is the victim.” 


R. Prendergast lays down the fol- 
lowing general principles, by 


which, he says, Commissions should be 
guided in the performance of their ad- 
ministrative duties : 


the Academy of Political Science, April 
11, 1930, William A. Prendergast, for- 
mer chairman of the New York Pub- 
lic Service Commission, said: “1, The consumer is entitled to just and 
reasonable rates for the service or com- 
modity he buys from the utilities. 

€ is equally entitled to ample serv- 


“The critics and detractors of the elec- 
tric industry at first undertook to attack “_ 
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ice and every possible measure of safety in 
the supplying of that service. 

“3. It is the duty of the Commission to 
see that the consumers are given adequate 
protection in the enjoyment of these rights. 

“4. The property of the utility is private 
property, devoted to a public use, and the 
investors in that property are entitled tc 
every protection of the law (equally with 
the consumers) and to a fair return upon 
their investment. 

“S. Their investment is entitled to pro- 
tection against the unfair attacks of poli- 
ticians and self-seeking complainants, and 
they have a right to look to the Commis- 
sion for this protection. 

“Unless the interests of the consumers 
and utilities receive equal protection both 
will be harmed. If the utilities are sub- 
jected to unfair attack their credit will 
suffer, and this will prevent their attract- 
ing the required capital with which to give 
good service and extend their operations. 
If this happens the public is the sufferer.” 


NE misconception of those who say 

the Commissions should represent 

the public, is as to who constitutes the 
public. 

It is assumed that the ratepayers are 
the public, when as a matter of fact the 
ratepayers’ interest is as much of a pri- 
vate interest as that of the stockhold- 
ers of the company. The public is com- 
posed of the people of the entire state 
to whose interest it is to have contro- 
versies between utility companies and 
their stockholders settled in a fair and 
impartial manner. It is the interest of 
the public, not the interest of the rate- 
payers, that the Commissions were 
created to protect. 

The State Commissions are much 
more than rate-making bodies. The 
great bulk of their work is performed 
without publicity. It is only the oc- 
casional rate case that the public takes 
note of. As to rate making, the Com- 
missions are not praised when they re- 
duce charges, but they are quickly 
criticized if they do not. Answering 
such criticism, Mr. Prendergast said: 


“The legislature has the power to fix 
maximuma rates. Nevertheless, such power 
is not inherently and exclusively legisla- 
tive. To the Commission has been en- 
trusted the duty of ascertaining facts and 
after a public hearing determining what is 
a reasonable maximum rate. And the Com- 
missions in these cases act quasi-judicially. 
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_ “In many of its duties the Commission 
is an administrative fact-finding body only, 
and to assume that it is wholly either ad- 
ministrative or quasi-judicial is to start in 
a wrong direction. Most critics of utility 
regulation have no idea of the character 
and amount of work performed by regula- 
tory Commissions in the larger states. 
They invariably argue that the Commis. 
sion’s most important function, and to their 
mind the only function, is that of fixing 
rates. As a practical matter—and I speak 
of the New York State Commission alone, 
although I am sure the record of the work 
of other Commissions in the larger states 
would be substantially the same—rate cases 
constitute a small percentage of the pro- 
ceedings heard in the course of a year by 
the Public Service Commissions. Millions 
of dollars in security issues are reviewed 
and authorized by the State Commissions. 
Thousands of proceedings involving the 
right to exercise isunclainen are heard. 
More than fifty informal complaints as to 
the service of utilities are adjusted every 
day by the New York State Public Service 
Commission. Continuous tests are made 
as to the quality, safety, and proper pur- 
veying of the products of utilities. And 
the critics who, as I say, seem to base their 
judgment on the handling of rate cases, al- 
though I have never known of a single 
instance where the lowering of a rate was 
publicly praised, argue that regulation is 
a failure because certain rates have to be 
increased or not arbitrarily reduced. 
_ “When the Commission acts upon its own 
initiative, as it very frequently does, and 
proceeds to take testimony and hear and 
determine contested questions of fact and 
fix rates, and decide in the same manner 
the form of rate orders, and even pass on 
joint rates and distribute joint fares be- 
tween connecting carriers, the questions are 
more than administrative or ministerial 
ones. The order must be and is judicial 
in its character. So I think we can safely 
assume that whether the proceedings be- 
fore a Public Service Commission are to 
be regarded as legislative or otherwise does 
not depend so much upon the character of 
the body before which they have taken place 
as upon the character of the proceedings 
themselves. And it is easy then to see that 
the power granted to and exercised by the 
Public Service Commission includes a 
ot deal more than may be strictly de- 
ned as the legislative act of fixing rates.’ 


HE New York Commission from 
1921 to 1928, inclusive, made 
11,440 formal orders in proceedings 
brought before it, an indication that the 
Commissions are doing an enormous 
amount of work which gets no news- 


paper publicity. 
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Mr. Henry C. Spurr, editor of Pub- 
lic Utilities Reports, in an address be- 
fore the Academy of Political Science, 
recently brought forth some interesting 
data on the way the Commissions were 
doing their work. His address be- 
trayed a long and painstaking research 
into the field of Commission regulation. 
He says: 


“Some time ago I asked the Commis- 
sions to estimate the savings which had 
resulted from decreases in gas and electric 
rates for the last five years through the 
efforts of the Commissions. Here are some 
of the estimates furnished by the Commis- 
sions. 

“California, five years, $6,500,000 (cumu- 
lative savings not estimated). 

“Georgia, for the last two years, $1,500,- 
000 per annum. 

“Indiana, reduction in electric rates for 
five years, $6,000,000. Reduction in gas 
rates for the last two years, $200,000. 

“Maryland, conservative estimates of sav- 
ings to gas and electric consumers since 


1923, range between $13,000,000 and $14,- 
000,000 


“Michigan, savings through rate reduc- 
tions in five years, $14,597,388 for electric 
service, and $1,175,171 for gas service. 

“Missouri, reductions in rates since 1928 
through formal investigations and confer- 
ences with utility operators, over $2,000,000 
a year. 

“New Jersey, estimated savings to gas 
and electric consumers for 1929, $8,134,810, 
based on production over a period begin- 
ning in 1924. 

“Pennsylvania, savings of approximately 
$25,000,000 a year over rates that were in 
effect in 1914. 

“Oklahoma, estimated savings, $3,730,000. 

“Utah, savings approximating $1,000,000. 

“Virginia, savings for five years, $2,675,- 


“Henry A. Frazier, recorder of the Cali- 
fornia Railroad Commission, says that for 
every dollar expended by the Railroad 
Commission in regulating the utilities, 
there have been returned to the ratepayers 
$7 in reduced utility charges, irrespective 
of any savings accruing because of the re- 
fusal of the Commission to sanction re- 
quested increases in rates or because of the 
part played by the Commission in winning 
substantial reductions in interstate rates. 

“Certainly a return of seven dollars on 
every dollar invested is a handsome profit 
for the public on the regulatory enterprise. 
And we could hardly say that Commission 
regulation is a failure even if we thought 
it should have produced a return of eight 
dollars instead of seven on every dollar 
invested.” 


OMMENTING on the charge that the 

Federal courts were interfering 

with Commission regulation, Mr. Spurr 
stated : 


“How far have the Federal courts inter- 
fered with the proper functioning of the 
Commissions, on the theory that the Fed- 
eral court decisions are wrong? The util- 
ity companies have been represented as 
rushing headlong into the Federal courts 
to thwart the State Commissions. This 
has even been said to be an interference 
with state rights. Statements of this sort 
not only show a lack of understanding of 
the value of fundamental liberties which 
the courts protect, but they are a gross ex- 
aggeration of the situation. 

“Take New York state. From 1921 to 
1928, inclusive, the New York Commission 
entered 11,440 formal orders in proceed- 
ings brought before the Commission. Of 
these 11,440 cases only three were appealed 
to the Federal courts. Only two involved 
the question of rates. This does not ap- 
pear to be a very serious interference on 
the part of the Federal courts with the 
functions of the State Commission in New 
York. The same is true in other states 
although in varying degrees. Chairman 
Henry C. Attwill, of the Massachusetts De- 
partment of Public Utilities, has said that 
since 1869 Massachusetts has attempted to 
regulate railroads and railways by Com- 
missions, and since 1885 gas and electric 
companies. He doubts that in all that 
period of time the decisions of the Massa- 
chusetts Commission have been reversed 
by appeals to the courts more than ten 
times. The present Department has been 
reversed but once and the Chairman de- 
clares that in rate cases he knows of no 
instance of reversal.” 


R. Spurr punctured another popu- 

lar bubble when he analyzed the 
charge that the ratepayers are handi- 
capped by the assumption of the “ju- 
dicial rdle” by the Commission. His 
facts and figures are surprising, as 
well as interesting. He states: 


“It is charged that the tendency of the 
Commission to assume the judicial rdle 
puts a handicap upon the ratepayers be- 
cause they are not able to hire as high- 
priced lawyers and experts as the utilities. 
But if we judge by the results of the Com- 
mission decisions, the supposed handicap 
has not been very serious. The dissenting 
opinion of Mr. Justice Brandeis in the 
Southwestern Bell Telephone Case has been 
regarded as the ratepayers’ Magna Charta. 
In support of his opinion, Mr. Justice 
Brandeis cited 363 cases decided by the 
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State Commissions from 1920 to 1923. Of 
these, 358 were in support of Mr. Justice 
Brandeis’ views, and only five were op- 
_— This is not a very bad record for 

ndicapped ratepayers before “judicially 
minded” Commissions. The fact is that 
notwithstanding any supposed disadvantage 
the ratepayers may labor under by reason 
of lack of legal and technical talent, they 
have more often been successful before the 
Commissions than the utilities in contested 
cases.” 


In summing up, Mr. Spurr found 
the balance hanging quite heavy in 
favor of Commission regulation, stat- 


ing: 


“All things considered, I think the Com- 
missions have functioned remarkably well 
as originally intended. They have elimi- 
nated local politics in regulation. They 
have to a large extent prevented arbitrary 
legislative action. They have protected the 
public and the utilities from wasteful com- 
petition. They have eliminated discrimina- 
tory practices. They have established uni- 
form accounting and reasonable standards 
of service. They have adjusted an enor- 
mous amount of complaints, and thereby 


not only satisfied utility customers but 
helped to build up better public relations 
between the utilities and the ratepayers. 
By a broadminded policy of dealing fairly 
with the utilities as well as their customers 
the Commissions have accelerated the flow 
of capital into the utility field and thereby 
hastened development. They have not 
hesitated to increase rates as well as to de- 
crease rates when necessary. They have 
not blocked development of the service. In 
a word, they have made a tremendously im- 
portant contribution to the public welfare.” 


HASTY glance at all contemporane- 

ous utterance on this subject 
would seem to reveal that there has 
been a let-up in the spirit of Commis- 
sion baiting which was so epidemic 
throughout the land a year ago. This 
spirit seems to have changed. It seems 
to have assumed a more constructive 
character. Critics seem to be acknowl- 
edging that the failures of Commission 
regulation in the past might be due to 
other causes than the break down of 
the system itself. 





Are the Attacks on the Utilities Inspired by 
Socialist Propaganda? 


gg establishment of uniform ac- 
counting practices is commonly 
considered to be one of the beneficial 
results of state regulation of public 


utilities. Uniformity within the states 
did not mean uniformity throughout 
the country. Therefore, the National 
Association of Railroad and Utilities 
Commissioners, at their convention in 
1919, adopted a resolution authorizing 
the committee on statistics and accounts 
of public utilities to formulate a uni- 
form system of accounts for public 
utilities other than railroads. This 
committee was well qualified for its 
work and called in for consultation ac- 
counting experts of the American Gas 
Association and the National Electric 
Light Association. At the convention 
of the National Association of Railroad 
and Utilities Commissioners in 1920 the 
uniform classification of accounts for 


gas and electric utilities was presented 
which was later approved by the na- 
tional utilities associations. These 
classifications are in use at the present 
time. 

The classifications have not been 
seriously criticised except by the anti- 
utility group, who say that it is inade- 
quate because it fails to carry cost ac- 
counting as far as it should. 

Answering this charge, Henry M. 
Brundage, chairman of the committee 
on uniform classification of accounts, 
American Gas Association, recently 
said: 

“Tt is possible to hazard a guess as to 
the reason why recommendations for 4 
detailed cost system of accounts met with 
such hearty approval by the legislative 
Commission. Earlier in the sessions, they 
had heard the testimony of Mr. Lewis 
Goldberg, a member of the Massachusetts 
Department of Public Utilities, who told 
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about the Worcester case, in which the 
Commission made a rate order, which was 
carried to the Federal court and sustained 
by a master. The case never went any 
further. 

“In that case, the Commission appraised 
the property on the basis of cost, which 
is the Massachusetts practice, in spite of 
the law of the land, and apportioned its 
whole value between power rates and light- 
ing rates, although the data for such ap- 
portionment was meagre and unsatisfac- 
tory. It also apportioned the operating 
expenses to each class of consumers. Rates 
to lighting consumers were fixed on the 
basis of the value of that part of the 
plant which was estimated to be used in 
their service and thus allow a fair return 
on the investment used for them. Rates 
to power consumers were established at the 
same price as those charged domestic con- 
sumers, although that price was greater 
than the company received or could charge, 
because power was furnished on a com- 
petitive basis. 

“It is well understood that there are 
peaks and valleys in the demand for elec- 
tric service, and that during the hours of 
low demand the producing plant will be 
comparatively idle unless current can be 
sold to power users at low rates. If the 
whole business of the plant were its power 
business, it would be forced to operate at 
rates so low as to give no return what- 
ever on the investment. Consequently, if 
an apportionment of plant investment and 
expenses could show investment and ex- 
penses of each class of consumers and if 
rates could be adjusted on the basis which 
was adopted in the Worcester case, State 
Commissions would have a powerful in- 
strument for reducing rates to the greater 
number of voters. That plan was approved 
by the master in the Worcester case but 
was never argued before the court. Is that 
what the ‘intellectuals’ have in mind, when 
they urge that the utilities be required to 
report costs in greater detail? 

“If rates are to be fixed on such a basis, 
it will be necessary for electric companies 
to discontinue much of their supply to 
power users. In the case of small com- 
munities, sustained largely by local indus- 
tries, dependent upon low rates, it might 
result in closing the plants, throwing large 
numbers of wage earners out of employ- 
ment and increasing rates to domestic con- 
sumers many times over.” 


M* BRUNDAGE sees in these attacks 
‘A against the industry a hidden 
drift toward Socialism. He said: 


“It is just as well that we recognize a 
general drift toward Socialism, so that, if 
that is what the people want, we may as 
well accept it, but, if it is not what they 


want, they should be made aware of the 
drift and of the fact that Socialism ad- 
vances, not so much through measures 
which are labeled ‘socialistic,’ as through 
laws sponsored by both of the two great 
political parties, who give no credit to the 
= authors of the ideas embodied in such 
aws. 

“In this direction are the continued vi- 
cious attacks on public utilities. When 
charges of propaganda were made against 
them to the Federal Trade Commission, the 
utilities offered to show that they were de- 
fending themselves against widely published 
false charges of which the authorship was 
not disclosed, but which could be traced 
to writers identified with the socialist party. 
The Commission ruled out documentary 
evidence offered by the utilities as imma- 
terial, but there has been recently published 
by the National Electric Light Association 
a 96-page pamphlet entitled: ‘The Radical 
Campaign against American Industry.’ 
Straight-forward appeals for a socialistic 
state are entitled to consideration and re- 
spect, but it is otherwise with concealed 
attack and proposals for measures which 
are advances towards socialistic objectives, 
but which do not appear to be such to the 
great number of voters who are uncritical 
or uninformed. Subtly in line with such 
attacks are proposals to reduce rates by 
substituting cost for present value; to al- 
low as permissible earnings no more than 
an amount equal to interest on bonds, divi- 
dends on preferred stock and a reasonable 
return to common stockholders, on no more 
than total cost of the property diminished 
by the amount of bonds and preferred 
stock; proposals to compel the accumula- 
tion of depreciation reserves and deduct the 
credit balance from total cost, in deter- 
mining the rate base; proposals to invade 
the field of management in all directions. 

“Against this drift, it behooves the utili- 
ties to put forth their best effort.” 


It would seem to be the point of 
wisdom for the utility industry not only 
to present the facts about the business 
to the public but to keep on presenting 
them ; and not to be deterred by charges 
of propaganda. 

One writer has recently said that the 
public has gotten the idea that the utili- 
ties have something to conceal. That 
is probably not a general impression, 
but even if it exists to a small extent it 
should be corrected. 

“THe Wuy, WHom, AND WHEN OF THE Na- 

TIONAL CLASSIFICATION OF ACCOUNTS FOR 

Gas anpD Etectric Utiities.” Address by 


Henry M. Brundage before the Wisconsin 
Utilities Association, June 19, 1930. 
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The Bogy of ‘ 


I’ his book on “Millions In Mergers,” 
H. A. Toulmin, Jr., asserts that if 
there is any one certain road to suc- 
cess in mergers, which he terms “sky- 
scrapers of business,” that road rests 
on the solid foundation of public serv- 
ice. He declares that the public service 
cause is not altruistic, but that it is the 
soundest scheme in all merger policies. 

He points out that mergers for ex- 
cessive prices, mergers for dumping 
watered stock, mergers to hog raw ma- 
terials, mergers to avoid research, 
mergers to retain obsolete equipment, 
all fail—as witness the tragic disasters 
of the Glucose Combination, the Na- 
tional Cordage Company, the Starch 
Consolidations, the United States 
Leather Company, the National Salt 
Company, the American Malting Com- 
pany, the Shipbuilding Company, and 
the New England Cotton Yarn Com- 
pany. 

This belief is several times expressed. 
He maintains that a merger’s success 
always has and always will depend upon 
the degree in which the organization 
renders a public service. That it is a 
question of net profit both to business 
and to the public; that investing has 
become so nation-wide that in a few 
years, business and the public will be- 
come one. Again he says: 

“Mere size, mere percentage of trade, 
mere control of gross capitalization, these 
are not primary factors in merger profit 
and success. It is the way that the prop- 
erty is conducted for the public benefit that 
counts. A much closer scrutiny and a 
higher standard of conduct will be applied 
to mergers as they acquire greater power 
for either good or evil.” 


rR. Toulmin believes that no mat- 

ter what the purpose of the 
merger may be after it has once been 
effected, it inevitably becomes a public 
institution and has to live up to repu- 
tation accordingly. He says: 

“In just the proportion that a great cor- 
poration deals with the fortunes and lives 
of vast numbers of people, in such propor- 
tion is the management put under a deep 
moral obligation to continue such a public 


‘Big Business” 


business as a public trust. The fate of 
future mergers rests solely in devoted man- 
agement, a sense of sportsmanship and fair 
play of the executives and directors of 
great corporate aggregations of capital.” 


This is undoubtedly sound doctrine. 
If all mergers were for the purposes 
some critics assign to them, they would 
be doomed to failure. Honesty of pur- 
pose is not only a better policy than 
dishonesty, but it is the only highway 
to success. 

Furthermore, this fear of big busi- 
ness, the bugbear of a generation or 
two ago, seems to be rapidly disappear- 
ing, not only in the public mind, but 
also in the legislative mind. The move- 
ment to suppress it legally has not been 
very successful. The merger movement 
is on the upward swing in the field of 
private business in spite of the Sher- 
man anti-trust law. Regulated monop- 
oly in the public utility field is recog- 
nized as proper. 

Referring to the activities of those 
responsible for the enforcement of the 
Sherman laws, William R. Basset says: 


“There can be little doubt but that pub- 
lic opinion at present has lost much of its 
fear of mere size in a business. What it 
fears, rather, is misuse of the power which 
great size gives, to the end of preventing 
freedom of trading, through making it im- 
possible, by fair means or foul, for com- 
petition to arise and succeed in the face 
of monopoly. ‘ 

“This is shown by the prosecutions 
brought by the government under the anti- 
trust statutes. 

“From 1890 when the Sherman Act 
went into effect, until 1927, only a frac- 
tion less than 22 per cent of the suits 
brought by the government were based 
chiefly upon the fact that the defendant 
was a consolidation of competitors. Still 
more significant is the fact that although, 
in the early stage of the anti-trust laws 
from 1890 to 1917, 37.8 per cent were on 
primarily the grounds of merger, in the 
next ten years merger as such accounted 
for only 7.6 per cent. That indicates a 
trend in public opinion away from the idea 
that size alone is something to be feared. 

“As a matter of fact, there can be no 
doubt that the ablest business men have 
learned that unfair, unscrupulous, and 
predatory attacks upon competition are no- 
where nearly as effective in making profits 
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as skilful, economical operation. It may be 
that business men have suddenly seen the 
light and become converted to a high 
standard of business ethics, or, as seems 
more likely, it may be merely enlightened 
self-interest that dictates today’s policies 
and methods. However, it is a fact appar- 
ent to the thoughtful observer that un- 
ethical practices are far more common in 
small business than in big business. 

“Generally speaking, the courts seem to 
understand that modern business mergers 
are most often formed for the sake of 
realizing perfectly proper advantages, us- 
ually in the way of economies of produc- 
tion, distribution, and administration, and 
that these advantages redound not only to 
the benefit of the consolidations but to that 
of their employees and customers—which 
is to say, the general public. 

“Commonly, therefore, the mere size of 
a merger or the extent to which it controls 
the total production of an industry is not 
a criterion of whether the merger is legal 
or not. Rather does the court base its 
findings upon the basic object of the merg- 
er and its behavior toward customers, com- 
petitors, and employees. 

“Of late it has become rather common 
practice for the sponsors of a proposed 
merger to submit their plans to the Depart- 
ment of Justice for an unofficial opinion 
as to the probable legality of the merger. 
Such opinion is usually freely given, but it 
does not prevent the government from 
initiating suit later. 

“On the whole it can be safely said that 
under the present state of public opinion 
even competitors can safely merge, pro- 
vided they are prepared to show that they 
have no illegal intent and that they have 
reason to believe that as a result of merg- 
ing they will be able to render better serv- 
ice at no higher price than they could as 
independent concerns.” 


CONOMIC laws are hard to set aside. 

There is no doubt but that there is 
a solid reason for mergers and consoli- 
dations, or else there would not be so 
many of them. There are also undoubt- 
edly evils and pitfalls to be avoided, 
but on the whole the present trend is 
unquestionably an advantage to the pub- 
lic. Production and distribution at the 
least expense to consumers is a worthy 
aim. 
_Going into the effects of consolida- 
tion on the electric industry, recent ob- 
servations of Charles F. Marsh on the 
collective bargaining aspect of mergers 
seem optimistic. Mr. Marsh is an in- 
structor of economics at the American 


University at Washington, D. C. The 
collective bargaining angle of consolida- 
tion has not received much attention, 
but Mr. Marsh has done his share to 
bring it forth. He says, in part: 


“The continued fusion of these small 
companies into systems of companies and 
the fusion of these systems into larger sys- 
tems has resulted in the organization of 
the industry into a small number of sys- 
tems operating on a national scale. Except 
in certain cities where local conditions 
have strengthened the bargaining power of 
the local unions in some manner, the in- 
fluence of the Union has declined as con- 
solidation in the industry has increased. 

“Consolidation has affected Union influ- 
ence in the industry both directly and in- 
directly. The direct effect has been the 
decline in the bargaining power of the 
local union relative to that of the formerly 
independent companies. Indirectly, it has 
facilitated the development of the company 
union movement and other movements cal- 
culated to build up the loyalty of employees 
to the companies. Only those companies 
with great financial resources have been 
able to establish industrial relations depart- 
ments and the numerous employee services, 
such as stock ownership, pensions, insur- 
ance, educational plans, etc., which have al- 
most always been closely associated with 
employee representation or company union 
plans. As small, independent companies 
have become parts of large, centrally con- 
trolled systems, the company union move- 
ment has spread to these companies. Some 
of the members or prospective members of 
the local unions employed by companies 
having a strongly developed company union 
have been attracted to these company or- 
ganizations and voluntarily dropped their 
trade union membership. 

“A larger proportion have left their trade 
union and joined the company union be- 
cause they were compelled to do so in order 
to hold their jobs. 

“This decline in the influence of local 
unions has prompted the Brotherhood or 
two types of action. The first is more or 
less a continuance of an established method 
of increasing Union strength. That is, 
local unions and International officers have 
embarked on intensive organizing cam- 
paigns. The second type of action is of a 
distinctly different nature than any action 
taken by the Union in past years. The In- 
ternational officers have been empowered 
to carry on negotiations with leaders in 
the industry, looking forward to a national 
understanding. The desired understanding 
would amount on the one hand to a recog- 
nition of the Union. On the other, it 
would amount to a recognition by the 
Union that co-operation should take the 
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place of strikes. Nothing of a definite 
nature has been accomplished as yet toward 
securing such an understanding.” 


gp of rates may also have 
something to do with the reasona- 


bleness of the wage scale. Mr. Marsh 


says: 


“The tardiness of Public Service Com- 
missions in granting rate increases during 
periods of rising prices sometimes made it 
impossible for companies to grant the de- 
mands of the Union for higher wages. In 
this sense, rate-fixing bodies have tended 
to make it more difficult for unions to in- 
crease wages and improve working condi- 
tions. On the other hand, some companies 
have obtained rate increases during these 
same periods because of increased labor 
costs. In this sense, then, the Commissions 
have tended to make it easier for trade 
unions to secure higher wages in the in- 
dustry. In general, however, it is difficult 
to trace any direct relation between the 
rate orders by Public Utility Commissions 
and the effectiveness of collective bargain- 


ing activities by trade unionists in this in- 
dustry.” 


How far the Commissions have the 
right to go in declaring wage scales un- 
reasonably high is an interesting ques- 
tion, which has as yet not been settled. 
Commissions have not hesitated to de- 
clare salaries paid high officials to be 
unreasonable. If they have the power 
to do this, they would undoubtedly have 
the power to declare wages of em- 
ployees unreasonably high. 
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OMMISSIONS could not fix wages which would be binding on employees, any 


more than the can fix a rate of 


in the long run. 


return which will be binding on capital 


ervices of employees cannot be commandeered. Neither can 


capital be made to flow into the utility field. But can Commissions disallow any 
part of wages paid as a charge to operation on the ground they are excessive? 


170 








“I See by the Papers—” 





* * * * Professor Albert Levitt of 
Connecticut has transferred his attentions 
from grade crossings to electric rates. 

He says that if anyone in the Nutmeg State 
burns one light in one room, the annual bill 
would be $2.80, if the room were 10 feet 
square; $6 if the dimensions were 50 by 100; 
and $50 if the room were 100 by 200 feet. 

6 We do not know whether the Pro- 
fessor majored in mathematics or not, but 
we will take his figures. . So it would 
seem, that it would cost the owner of a room 
10 feet square less than a cent a night to 
light it, but if the room were one hundred 
by two hundred feet in dimensions, it would 
cost almost 14 cents a night. . . f any- 
one is nutty enough to build a room 100 by 
200 feet, and light it with a single bulb, he 
ought to pay 14 cents a night for that little 
idiosyncrasy ! That’s our opinion, 
anyhow. 


2 


* * * * Governor Fred Green of 
Michigan seems really mad about the action 
of the Federal Radio Commission in seeking 
to pass on the propriety of the proposal by 
the state to inaugurate a new 5,000-watt 
station for the broadcasting of police in- 
formation. The Federal Commission 
could serve the American people better, said 
the Governor, if it spent its time cutting 
down the flood of jazz and advertising that 
fills the air “instead of stepping entirely out- 
side of its field and trying to tell the states 
what they may or may not do under the 
police power that belongs exclusively to 
them.” Well, let’s see; Massachusetts 
is in the insurance business; New York 
threatens to go into the electric business ; 
prior to prohibition, South Carolina was in 
the liquor business. . . Why shouldn’t 
Michigan try its hand at broadcasting? And 
think of the fun we’d have if Florida and 
California were both assigned the same wave- 
length! 

2 


* * * * Just because a proposed rate 
schedule of the Brooklyn Union Gas Com- 
pany was similar in structure to schedules 
outlined at a convention of the American 
Gas Association a few years ago, Maurice 
Hotchner, a special counsel for the city, 
charged at a Public Service Commission 
hearing that the gas companies of the country 
have ‘ ‘conspired | to force certain rates from 
their customers.” Dear me, the utility 


companies are certainly in a peck of trouble! 
' On the one hand they are pounded 
by ratepayer experts for lack of uniformity 
in rate schedules, and on the other hand 
they are charged with conspiracy for bring- 
ing about uniformity. Sometimes it 
just seems as though there is not justice. 


z 


* * * * Henry J. Kronk, while running 

for an assembly nomination in New Jersey, 
said that the trolley and bus fares ‘ ‘ought not 
to be allowed to go beyond 5 cents.” 
As vote-getting planks, we might suggest a 
plea for 5-cent beefsteak and for 5-cent 
gasoline. And how about a plank for the 
abolition of taxes for political service? 


2 


* * * * ‘Tt is reported that night base- 
ball is becoming popular in Oklahoma 
following successful trials on electrically 
lighted fields. ‘. There is the truth at 
last; the baseball fans are being exploited 
by the “power trust.” 


2 


* * * * The Public Franchise League, 
in a letter to every member of the Massachu- 
setts legislature, states that “if rates for light 
and power are brought down to the level 
where they belong and the charging of prices 
to support outrageously inflated capitalization 
is to be prevented, the general court must 
tax to strengthen the regulation system.” 

Gosh, that’s pretty tough on the 
Massachusetts Commissions, which boast 
that they have strictly regulated capitaliza- 
tion since 1885. 

e 


* * * * The positions of the liberals 
and radicals on the rate base question, have 
been completely reversed since the decision 
of the Supreme Court more than a quarter 
of a century ago, Mark Sullivan says. ; 
“Today and recently the railroads are where 
Bryan was; today and recently the present- 
day Bryans are where the railroads were. 

‘ Neither side seems to think there is 
any humor or irony in their change of posi- 
tion. With perfect solemnity—indeed, with 
violent sincerity, each side goes into court 
and argues for the thing which in 1897 it 
denounced as unfair to the point of sinful- 
ness.” But why bring that up? 
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* * * * Mr. Raymond S. Tompkins 
says that man will buy short-weight pounds 
of merchandise if only it is put up in a 
handsome package and exclaim “This is serv- 
ice!” . Yep, Raymond—and we might 
add if man could press a button and have 
a pound of butter appear by magic on his 
table or if he could get a bushel of potatoes 
every time he turned a tap in his fruit cellar, 
he would complain “This service is rotten!” 

. Man still is the champion entertainer 
in the House of Mirth. 


7 


* * * *& Mr. Morris Llewellyn Cooke, 
noted Philadelphia public utility expert on 
electric rates for the home, in a recent series 
of newspaper articles says that Plattsburg, 

Y., Beacon, N. Y., and Hudson, N 
are near enough to Niagara Falls to take 
advantage of cheap water power electric 
rates. . According to our map, Niagara 
Falls is on the western side of New York 
and several of the cities mentioned are on 
the eastern side of the state. But 
maybe they use different geographies in the 
Pennsylvania schools. 


e 


* * * * Speaking of the “power trust,” 
Senator Norris said: “This is the same 
outfit which has been creeping and crawling 
stealthily and silently into every avenue of 
American life to levy tribute.” . . . Why 
not have electric service rendered to the 
common people on the franking basis? ‘. 
What the people need is free current and 
better service. 

2 


* * * * A bill has been introduced in 
the Kentucky legislature to provide for the 
carrying of blind persons with a guide, for a 
single fare on the Blue Grass state’s rail- 
roads. . . And a good idea, too. 

If the practice could only be extended to 
ball games and symphony concerts, no blind 
man would travel alone. 


e 


* * * * “Ail public utility rates include 
taxes paid by the corporations. We hope 
this is thoroughly understood,” says the San 
Francisco Chronicle. But it is not, 
dear Mister Editor, especially by the rate- 
payers. hen ratepayers get mad 
because a utility sets up a higher value on 
its property for rate-making purposes than 
for tax purposes, our Political Fathers say, 
“All right, we'll fix ’em. We'll raise their 
tax value and boost their taxes. We'll show 
’em they can’t trifle with the plain people!” 

. Then the ratepayers all clap their 
hands and say “Bully!” Although they have 


to pay the bill. The ratepayers do not 
know they are “it” in the merry game of 
screwing up utility taxes. 


2 


* * * * This new butane gas process 
may yet make it possible for us to buy our 
weekly supply of gas at the neighborhood 
filling station. . But we'll never get 
it from a cafeteria, if the latest ruling by 
the Indiana State fire marshal, Alfred M. 
Hogston, is followed universally. : 
According to this ruling, no gasoline or gaso- 
line product shall be run into a container at 
public service stations or other places except 
by the owner or by regular employees. . 
The ruling came as a blow to the hopes of 
Indiana gasoline dealers who had established 
“self service” stations to cut down operating 
expenses. 

=z 


* * * * JTsn’t there a good deal of flap- 
doodle in the newspaper jibes at “lobbying?” 
What about the first amendment to 
the Constitution, guaranteeing the right of 
the people to come together for the purpose 
of petitioning their government? The 
Constitution does not say where they may 
assemble. It does not forbid access 
to that Mecca of politics on_the Potomac. 
. It aims to make the Capitol as free 
and safe for the lobbyist as the Botanical 
Gardens are for the botanist. . But 
then, what is the Constitution to our political 
kiddies? 
=e 


* * * * 


“It seems peculiar to me,” said 
the lawyer for the transportation company, 


“that of all those on the bus, including 
nineteen passengers who were standing, none 
complained except Mr. J.—and he had a 
seat.” “TI can’t agree that that is 
peculiar,” said the Commissioner who was 
hearing the case. Righto! 


e 


* * * * At a recent rate hearing be- 
fore the New York Public Service Commis- 
sion, the usual decorum was upset. Cornelius 
Sheehan, attorney for a group of Brooklyn 
taxpayers, was cross-examining Edward Se 
Cheney, gas company engineer. . 
“Please address the witness and not " the 
audience,” interjected Mr. Van Namee. This 
precipitated the outburst. “This is 
no joking matter. We are serious here!” 
shouted Schneider. » - — 
too,” said Van Namee. “Well, 
don’t think you are, and I now make A 
motion to exclude you from this case,” con- 
tinued Schneider. “T don’t think 
the public will get a fair hearing from you.” 

. Just suppose that these hearings were 
in a court room; can y’ imagine? 


172 








The March of Events 





Interstate Agreement on Bus 
Regulation Reached 


N agreement under which the Public 
A Service Commissions of five southern 
states will recognize certificates of conven- 
ience and necessity issued by each Commis- 
sion to motor carriers has been reached, ac- 
cording to a report in the United States 
Daily. This paper reports concerning an an- 
nouncement by the vice chairman of the Geor- 
gia Commission, Albert J. Woodruff: 

“The agreement, he said, also covers the 
procedure to be followed in the granting of 
certificates for the operation of interstate bus 
lines. 

“A conference, called by Mr. Woodruff, 
was held in Atlanta July 14th and the Com- 
missions of Florida, Tennessee, North Caro- 


lina, and South Carolina, in addition to Geor- 
gia, were represented. A meeting with the 
Alabama Commission will be held later, Mr. 
Woodruff said. 

“He stated the regulatory Commissions of 
the states represented at the conference will 
hereafter suspend action upon an application 
for a bus line through more than one state 
until the Commission in the state of the ap- 
plicant’s residence has passed upon the mat- 
ter. 
“‘Comity has been established between the 
states in question as to motor vehicle license 
tags,’ Mr. Woodruff said, ‘and the reciprocal 
agreement reached on the matter of motor- 
carrier certificates of public convenience will 
go far toward eliminating many difficulties 
that have been a cause of friction between the 
state agencies having jurisdiction over motor 
carriers in the southeast.’ ” 


Alabama 


Utility Objects to Competition 
by Wholesale Patron 


TS Alabama Power Company has ap- 
pealed to the Montgomery circuit court 
to review a Commission order allowing the 
Tuskegee Light & Power Company to serve 
the town of Shorter and contiguous territory. 
The power company contends that the Com- 
mission erred in granting the order, that the 
order is contrary to the evidence, and that 
the power company was itself proceeding 
with construction of a line to serve this com- 
munity. 

The Tuskegee Light & Power Company 
purchases all of its power from the Alaba- 
ma Power Company, which objects to fur- 
nishing electricity to further the business of 
its rival. The power company, according to 


e 


the Montgomery Advertiser, has served no- 
tice upon the Tuskegee Company that it 
would not provide the current for the Short- 
er line. 

* 


Mobile Power Contract 


HE city of Mobile under two contracts 

recently approved by the Commission 
will save approximately $15,000 yearly, ac- 
cording to the Mobile Press. One contract is 
for furnishing power to the city’s waterworks 
pumping stations, and the other is for white 
way lighting. 

These contracts were first objected to by 
the mayor but later were signed. City offi- 
cials decided to do their waterworks pump- 
ing at night, which will give them an off-peak 
rate. 


California 


Temporary Gas Rates Fixed 


Tea rates have been fixed by the 
Commission for natural gas service of 
the Pacific Gas & Electric Company, which 
operates in San Francisco and other northern 


California cities. These will apply to natural 
gas when it is turned into the mains. Fur- 
ther rate investigations will be made begin- 
ning in September and a permanent rate 
schedule will be established by the Com- 
mission. 
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The Commission in fixing rates established 
minimum charges with block rates instead of 
a service charge which the company has asked 
for. The Commission has expressed the 
opinion, however, that the service charge 
form is more equitable. On this point the 
San Francisco Call-Bulletin says: 

“Although the present rates are fixed on 
the so-called minimum bill, or block form 
basis, the Commission served notice that the 
new rates will be built on the service charge 
form. 

“The block form system is strongly urged 
by the cities involved, who have filed sharp 
protest against the service charge form in 
communications to. the Commission. Briefly 
the difference of the two systems is this: 

“]—The minimum bill or block form basis 
places the extra cost of serving small and 
infrequent users on the consumers who use 
the most gas. Under this system the conven- 
ience of having gas, whether it is used or 
not, is practically free. 

“2—The service charge form makes each 
consumer at least partly responsible for the 
cost to the company of serving him with gas. 
This method was held by the Commission to 
be more equitable, and will be put into effect 
when the permanent rates are ordered.” 


Gas Service Dependent 
on Return 


n the words of the Los Angeles Times a 

“contented gas concern gives better serv- 
ice.” This was brought out in the testimony 
of Paul A. Sinsheimer, financial expert, who 
testified before the Commission in the Los 
Angeles Gas & Electric Corporation rate hear- 
ing. 

He said that the service of any public util- 
ity is directly dependent upon its rate of re- 
turn expressed in earnings. A rate of return 
unduly low, impairing service, was declared 
to be against the public interest, while a rate 
of return under enlightened public policy 
should be sufficiently generous to bring about 
the fullest measure of service in the public 
interest and to maintain the economic and 
social well-being of the community. 

Several witnesses testified as to the return 
which should be allowed a public utility. Vic- 
tor H. Rossette, executive vice president of 
the Farmers’ and Merchants’ National Bank, 
asserted that the return should be between 8 
and 9 per cent. The Commission has con- 
sidered a return of between 7 and 7.5 per cent 
reasonable. 
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Colorado 


Gas from Kansas 


N application for authority to construct 

natural gas pipe lines to serve southeast- 
ern Colorado towns from wells in Stevens 
county, Kansas, according to the United 
States Daily, has been filed with the Public 
Utilities Commission by A. J. Hardendorf, of 
Lamar, Colorado. This paper goes on to 
say further: 

“The applicant proposes to build one line 
west crossing the Colorado-Kansas state line 
and going up to Lamar. This would serve 
other Prowers county communities between 
the state line and Lamar. The other line 
would cut the state line to the south and 


terminate at Springfield, Baca county. 

“Twenty-five miles of 8-inch pipe and 66 
miles of 6-inch pipe would be laid. The 
capacity of the line at Lamar would be 
4,900,000 cubic feet of gas and the estimated 
peak load at the same point would be 2,054,000 
cubic feet. 

“Mr. Hardendorf also filed an application 
for permission to construct and operate nat- 
ural gas distributing systems in Lamar and 
Wiley, both in Prowers county, and stated 
that similar applications to serve other com- 
munities in Baca and Prowers counties would 
be filed later. The only utilities operating in 
that section of the state are furnishing elec- 
tric light and power, the petition stated.” 


@ 
Conneéticut 


Attorney General Must Proceed 
against Commission 


HE attorney general of Connecticut has 
no discretion to decide whether there 
are proper grounds for procedure to oust the 
members of the Public Service Commission, 


according to a recent decision by the supreme 
court of errors. This ruling resulted from 
a petition filed by 100 voters under a statute 
providing for an action by the attorney gener- 
al for that purpose. 

The attorney general took the position that 
he was not required to proceed against the 
Commissioners unless the grounds stated 


174 





PUBLIC UTILITIES FORTNIGHTLY 


seemed to him justifiable. The court, how- 
ever, disagreed with this contention, holding 
that the statute makes it mandatory for the 
attorney general to act regardless of his opin- 
ion as to the justification. 

The petition filed alleges as a ground for 
removal that the Commissioners have neglect- 
ed their duty to require every railroad in the 
state to remove at least one grade crossing 
each year for every 50 miles of road operated 


in the state. The Commissioners have stated 
that a reason for not compelling further 
crossing elimination is that the financial con- 
dition of the railroads did not justify it and 
that this was a good ground, under the word- 
ing of the statute, for their position. 

It has been intimated, according to the 
newspapers, that the case may be appealed to 
the United States Supreme Court on the 
ground that constitutional rights are involved. 


District of Columbia 


Who May Demand Unified 
Traction Operation 


ft go meen of the Washington Railway & 
Electric Company in answer to a suit 
brought by a private individual to compel the 
Commission to order unified operation of 
street cars in the city of Washington has 
challenged the Commission’s authority. The 
company contends that the section of the Pub- 
lic Utilities Act authorizing the Commission 
to enforce the joint use of car tracks or facil- 
ities is applicable only to enforce a request by 
one company for use of the tracks of the oth- 
er. 

Last November when the Commission ren- 
dered a decision against a 10-cent fare on the 
street railways, it was stated that the Com- 
mission has power to compel the companies 


to make joint use of each other’s tracks and 
other facilities. 
* 


Taxicab War Begins 


ASHINGTON’S  long-predicted taxicab 

war, says the Washington Times, prob- 
ably was started on July 15th when the Nickel 
Cab Company began operations on the streets 
of Washington. The new cabs will carry 
from one to five persons for 5. cents a third 
of a mile, or 15 cents a mile. They operate 
with meters and have no zones. 

It was learned by newspaper men from the 
Public Utilities Commission that the new 
company had not yet appeared to file a rate 
schedule, nor had it asked for official sanc- 
tion, although the fleet was given a police 
inspection. 


Illinois 


Telephone Franchise Recom- 
mendations by Committee 


A* NEW telephone —— ordinance has 

been approved by a committee of the 
Chicago council by a vote of 10 to 6. If ap- 
proved by the council, it will run for twenty- 
three years and thereafter until terminated 
by six months’ notice from either side. 

Under the new ordinance the city loses free 
telephone service in the city hall, said to be 
worth about $200,000 a year, and a contribu- 
tion of $39,000 formerly made toward up- 
keep of the telephone complaint bureau in the 
city hall. 

An annual compensation of not less than 
$2,000,000 is agreed upon. This is in excess 
of any amount paid under the old franchise 
and is said to represent a concession by the 
company, which offered originally to pay 3 
per cent of operating receipts. 

The city representatives yielded on the 


question of paying for relocation of under- 
ground facilities in connection with subway 
construction. At first the city sought to force 
the company to relocate its cables and con- 
duits on demand and to bear the cost of this 
work. Attorneys for the company said they 
would agree to the provision provided all util- 
ities were placed upon the same plane, but 
that they “would not be singled out.” They 
were willing to pay a reasonable rental for 
space in the subway galleries, says the Chi- 
cago Herald-Examiner. 


+ 
Traction Progress 


HE citizens’ transit committee, which was 
instrumental in securing the adoption of 
a new transportation franchise providing for 
consolidated operation in Chicago, immediate- 
ly after approval of the franchise, has urged 
the council local transportation committee to 
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start work on the subway. The city has as- 
sumed the obligation of building the subways 
through the central business district and it is 
urged that detailed plans and specifications be 
made without delay. 

A legal obstacle to the transfer of a city 
transit fund arose following the adoption of 
the ordinance. The ordinance provided for 
the transfer of $60,000,000 held by the city 
treasurer to a trustee bank. Thomas Mar- 
shall, attorney for the treasurer, advised him 
that the courts had repeatedly held that a city 
cannot function through a trustee or delegate 
its power to another, and that this section of 
the ordinance is invalid. 

Officials of the surface and elevated lines, 
meeting with their engineers, says the Chi- 
cago News & Journal, on July 8th laid plans 
to start on their vast construction program at 
once, without waiting for the actual consoli- 
dation of the systems. 

Between $8,000,000 and $10,000,000, it is 
said, will be spent by the companies in the 
next few months on improvements and addi- 
tions. 

As a step towards consolidation, the Chi- 
cago City Railway Company, operating south 
side service lines, has been thrown into a re- 
ceivership. The north and west side service 


lines have been in receivership since 1926. A 
consolidation manager was to be named to 
handle all the details of the reorganization 
and merging of the lines. 


. 
Ten-Cent Fare on Elevated 


REPORT was filed with the Federal court 

on July 2nd recommending that the 
10-cent fare of the Chicago elevated lines be 
made permanent. The report was filed by 
Master in Chancery Roswell B. Mason, and 
will come up for approval or disapproval by 
Federal Judges Page, Wham, and iceestes 
The special master found that a straight 10- 
cent fare on the elevated lines furnishes a fair 
return on the company’s investment. He 
urged that this be retained and that the city’s 
efforts to restore the old rate of three rides 
for 25 cents be rejected. 

The elevated lines have sought permission 
from the Commission to charge this fare, and 
two years ago appealed to the Federal court 
for an injunction restraining the Commission 
from interfering with it. A temporary injunc- 
tion was granted and hearings were held by 
Mr. Mason. 


Indiana 


City Asking Higher Rates 
Attacks Utility Rates 


‘e~ city of Bloomington has petitioned 
for authority in behalf of its municipal 
water works to increase rates. Contempora- 
neously it is pressing a petition before the 
Commission to secure a reduction in the elec- 
tric rates of the Interstate Public Service 
Company. 

The petition for lower rates was filed in 
June, but it has been explained that an ap- 
praisal of the property has been held up be- 
cause of an awaited decision by the Federal 
court in the Martinsville rate case. Seventy- 


two petitions filed with the Commission ask- 
ing for the adjustment of local electric light 
rates are delayed for this reason, according 
to the Indianapolis Star. It is said that the 
city of Martinsville has the services of the 
staff of the Commission and will be using 
these experts for several weeks. 

In the Martinsville case the light company 
asked permission to establish an optional rate 
and the Commission finally lowered the rate, 
thereby effecting a saving of $25,000 a year. 
The company appealed to the Federal court 
and the hearing is set for September 2nd. 
The decision in the Martinsville case is ex- 
pected to stand as a precedent for the whole 
state. 


Kansas 


Hearing on Fares 


HE Kansas Commission on July 1st heard 
an application of the Kansas City Public 
Service Company for a 10-cent street car fare 
in Kansas City, Kansas. A. H. Skinner, as- 
sistant city counselor for Kansas City, op- 
posed the application, asserting that in the 


first five months of 1930 the revenues of the 
company were $2,000 greater than they were 
in the same period of 1929. He also denied 
the claim of the company that its revenues 
would be $200,000 less this year than last 
year, and insisted that the company is making 
a profit at the present 8-cent fare for its 
operations on the Kansas side. 
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Maine 


Hotel Purchase by Electric 
Utility Criticised 


RANK W. Winter, treasurer of the Maine 

Consumers’ League, says the Lewiston 
Journal, has presented a petition to the Pub- 
lic Utilities Commission charging that the 
Androscoggin Electric Company had gone be- 
yond its chartered rights in buying a hotel, 
that rates had in truth increased 30 per cent, 
and that the company had a monopoly. Mr. 
Winter, says this paper, presented the follow- 
ing statement: 

“The Androscoggin Electric Company is 
required under the laws of Maine to provide 
electric service and meet the public need for 
electricity. They are not chartered for any 
other purpose. Contrary to law, they have 


e 


purchased a hotel property and have, entered 
on page 21, line 63, of their 1929 report to this 
Commission the sum of $211,007.53 as a tan- 
gible fixed capital investment; using the 
words ‘Hotel Littleton’ as the only explana- 
tion. This, of course, the Commission will 
not allow. The Androscoggin Electric Com- 
pany cannot, under its charter, speculate in 
hotel property, or, engage in hotel investments 
and management. Nor can this Commission 
allow the Androscoggin Electric Company to 
waste $211,007.53 in buying a property that 
can not be sold in the market for more than 
$25,000. 

“This attempted transaction being illegal 
and contrary to the public welfare, must be 
ruled out by this Commission and the money 
returned to the treasury of the Androscoggin 
Electric Company.” 


Maryland 


Authority to Require Insurance 
of Cab Drivers 


ILLIAM Cabell Bruce, general counsel 

for the Public Service Commission, has 
rendered an opinion that the Commission has 
authority to require taxicab operators to pro- 
vide liability insurance. The Commission, it 
is reported, is proceeding in accordance with 
this opinion. The opinion of the general 
counsel is quoted in part in the United States 
Daily as follows: 

“Surely, it cannot be alleged that it would 
be an unreasonable thing for the Commission 
to exact, as a matter of sound administrative 
Practice on the part of a company, which, in 
its short history, has been repeatedly sued in 
the courts for damages because of casualties 
in which its cabs have been involved, a safe- 


e 


guard in the way of insurance against acci- 
dents to which almost every prudent private 
owner of a motor car resorts as a matter of 
course, and which has long been exacted by 
the laws of Maryland of industrial employ- 
ers for the protection of their workers. 
“How insufficient the assets of not a few 
taxicab companies are to secure their patrons 
against reckless, heedless, or negligent con- 
duct on the part of their cab operators, it is 
hardly necessary to say in the light of facts 
which have been brought to the attention of 
the Commission in its relation to taxicabs. 


“Where the Commission is empowered to 
approve or disapprove the exercise of a fran- 
chise right, it is also empowered, in my judg- 
ment, to annex any lawful or reasonable con- 
dition to its approval that it may deem prop- 
er.” 


Massachusetts 


Owl Car Service Threatened 
in Springfield 


J tzeazsees by the Springfield Street Rail- 
. way Company that it would abandon all- 
night service after September Ist has started 
city officials upon a search for franchise pro- 
visions or other legal weapons to compel a 
continuance of this service. The Springfield 


Evening Union says that although City So- 
licitor Leary had not had opportunity to delve 
into the charter or the franchises of the trol- 
ley company he was not aware of any club 
that the municipality might wield to compel 
continuance of the service. 

The city clerk, according to this paper, went 
over a number of franchises issued to the 
company since 1873, but in none of them was 
there any clause that required the company 
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to assure continuous service on any of the 
lines for which approval was sought at the 
time. The matter may be taken up with the 
Public Utilities. Commission. 

Discontinuance of this service is said to be 
due to losses suffered by the company. Op- 
erating expenses on the all-night lines far ex- 
ceed the revenue and the company is seeking 
to cut down costs. 


e 


Should this service be abandoned there is 
a possibility, says the Springfield Union, that 
the transportation board may give considera- 
tion to a substantial reduction in taxicab rates 
after midnight, or perhaps a reduction of both 
day and night rates. The trolley company 
was one of the principal opponents of lower 
taxicab rates during a recent rate war waged 
by cab operators. 


Minnesota 


Gas Rate Appeal to Higher 
Federal Court 


HE Minneapolis Gas Light Company on 

July 14th opened its fight before two 
United States Circuit Court judges to place 
its own gas rates in effect. Opposition by the 
city of Minneapolis was on hand. 

This proceeding is to review a temporary 
injunction granted by the district court to 
prevent the company from charging its own 
schedule of rates. These rates differed from 
a schedule prescribed by an ordinance of the 


city. An injunction was denied by the lower 
court against the enforcement of the rate or- 
dinance. 

A valuation is under way in order to estab- 
lish a permanent rate. This is in the hands 
of Judge Herbert A. Dancer of Duluth, who 
has been appointed special master in chan- 
cery. Hearings are scheduled to begin Sep- 
tember 3rd. 

The gas company urges that the ordinance 
rates are confiscatory and bases its claim on a 
valuation of $22,000,000. The city contends 
that the property is worth only $11,800,000, 
according to the Minneapolis Journal. 


e 
Missouri 


City Fails to Block 
Fare Hearings 


HE Public Service Commission on July 

10th completed evidence in the investiga- 
tion of a proposed fare increase by the Kan- 
sas City Public Service Company. Volumi- 
nous records were submitted and the city was 
allowed two weeks in which to study the evi- 
dence and testimony. 

Futile efforts had been made by the city to 
obtain court orders restraining the Commis- 
sion from proceeding with the investigation, 
but the supreme court upheld the right of the 
Commission to go ahead. The city obtained 
a circuit court order temporarily restraining 
the company from appearing before the Com- 
mission. In supreme court the city filed an 
application for a writ of prohibition against 
the Commission to prohibit it from hearing 
the pending application for increased fares. 
The supreme court denied the writ of pro- 
hibition and prohibited the circuit court from 
further interference. The court moves by the 
city were based upon asserted contract obli- 


gations of the company which, it is claimed, 
bar Commission action. 

City officials prior to these proceedings 
turned down an invitation of the chairman of 
the Public Service Commission to attend a 
round-table conference with the Commission 
and company officials to iron out difficulties. 
The city representatives insisted that the 
Commission come to Kansas City instead of 
the capital for the conference, but the Com- 
mission pointed out that all the Commission- 
ers desired to be present and that it would be 
necessary that members of the engineering 
and accounting staffs attend the conference. 
Likewise voluminous records should be avail- 
able. The city officials, according to the Kan- 
sas City Times, however, desired to avoid be- 
ing placed in the position of approving an 
increase in fares and they wanted a public 
conference in their home city. The Times 
says: 

“It was pointed out an approval of a street 
car fare increase without a fight would be 
bad politics, especially so immediately after 
the city election and before the county elec- 
tion in the fall.” 


e 
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Ohio 


Commission to Study Cincinnati 
Gas Rates 


TroRNEYS for the Union Gas & Electric 
Company, doing business in Cincinnati, 
on June 25th withdrew their suit to enjoin as 
confiscatory the rates fixed by a city ordi- 
nance for gas. Then the company on July 


3rd appealed to the Public Utilities Commis- 
sion to determine the issue. Pending dispo- 
sal of this application the old rate schedule 
will continue, with a bond of $250,000 posted 
as a guarantee to rebate any excess charges. 

To checkmate this move, says the Cincin- 
nati Enquirer, the city was to seek a writ of 
prohibition to prevent the Commission from 
taking jurisdiction. 


e 


Wisconsin 


City Attacks Fares 


oo Railroad Commission’s order raising 
car fares in Milwaukee to 10 cents is de- 
clared to be both unlawful and unreasonable 
because it includes vast suburban areas in the 
single fare zone, in a brief filed by City At- 
torney John M. Niven with the supreme court 
in the city’s appeal from the Commission’s 
ruling. The Milwaukee News says concern- 
ing the brief : 

“Mr. Niven contends the same rule should 
be applied in fixing street car fares as the 
high court used in the Eau Claire electric 
light and power case in 1922. There, the 
court concluded that suburban districts could 
not be brought into the fixing of light rates in 
Eau Claire. 

“Four principal points are made by Mr. 
Niven in his plea that the order be set aside. 

“First—that prior to the enactment of the 
Railroad Commission law cities were empow- 
ered to regulate their own utilities and that 
it was recognized that in so doing the cities 
should be treated as the unit. 

“Second—that from 1859 Milwaukee se- 
cured certain advantages in street car trans- 
portation and that it was originally intended 
only to serve city residents; that it was not 
until 1919 that any street railway outside the 
city limit was acquired by the Electric Com- 
pany; that any departure from the rights so 


acquired would redound to the disadvantage 
of the city. 

“Third—That the suburban area has failed 
to pay operating costs, not to speak of com- 
pany revenue, and that it is grossly unfair to 
saddle this unprofitable burden upon Mil- 
waukee. 

“Fourth—That the Commission’s method of 
fixing fares has been contrary to the funda- 
mental basis of rate making; that while it 
might be proper to afford equal rates in a 
‘community of interest,’ the rule cannot ap- 
ply to Milwaukee as the ‘community of inter- 
est,’ stops at the city limits. Suburbs have 
nothing in common with Milwaukee in taxa- 
tion, schools, public institutions, and other ac- 
tivities.” 

The street railway company has also ap- 
pealed from the Commission order and has 
filed a brief outlining reasons why the new 
metropolitan fares and zone boundaries are 
not satisfactory. The brief makes the state- 
ment that the company “has been cast in the 
role of Santa Claus for many years” and con- 
tinues: 

“Now that the so-called unit has passed 
adolescence the heavy red coat and artificial 
white beard become irksome unless St. Nich- 
olas can be inspirited by the assurance that 
electric utility earnings may be used to make 
the necessary purchases to replenish the bag 
and feed the reindeer.” 





The Latest Utility Rulings 


ALABAMA COMMISSION: Commission v. 
All Electric Utilities Operating in Alabama. 
Uniform rules and practices for electric utili- 
ties in the construction and operation of rural 
extensions were promulgated by the Alabama 
mmission i in a general order issued July 2, 


Catirornta Commission: Re Pacific Gas 
Electric Co. The State Commission, in 
a divided opinion, 3 to 2, refused to order the 


Great Western Power Company, and the 
Pacific Gas & Electric Company, to supply 
electrical energy to the cities of Fairfield, 
Mountain View, and Stockton for purposes 
of resale over municipally owned distributing 
systems in competition with the service fur- 
nished by the utilities themselves. A majority 
of the members expressed the opinion that 
they did not believe the mere filing of a 
schedule by the Pacific Gas & Electric Com- 
pany, particularly when coupled with the re- 
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fusal of the companies to serve competitors 
thereunder, constituted a dedication of their 
facilities to the service of competitors. Com- 
missioners Seavey and Carr dissented. 


Ittrnors Commission: Re Commonwealth 
Edison Co. The furnishing of incandescent 
bulbs was held to be an integral part of public 
utility service for which a charge might be 
included in the rate. (Reviewed in this 
issue.) 


InpDIANA Commission: Re Bank of Linton. 
In granting authority to the bank of Linton 
to sell a local gas system to the Indiana Utili- 
ties Corporation, gas producing machinery 
and equipment rendered useless through the 
introduction of butane gas was not appraised 
by the Commission’s engineers in ascertaining 
the value of a gas utility’s property, because 
of its nonuseful character. 


Iowa Supreme Court: Van Eaton v. 
Sidney. A conditional sales contract between 
a town and Fairbanks, Morse & Company, 
for the purchase of an electric light plant, 
was held to be void. (Reviewed in this 
issue.) 


Kansas SupreMe Court: Ottawa v. Pub- 
lic Service Commission. Action by the city of 
Ottawa to have declared void an order of 
the Commission permitting the Municipal 
Power Transmission Company to sell its 


properties to the Kansas City Power & Light 
Company was dismissed. The court said it is 
not essential to show that the seller is giving 
poor service to its patrons before such an 
order can be made. 


Massacuusetts Commission: Mayor of 
Boston v. Boston Consolidated Gas Co. The 
Commission denied a petition by the mayor 
of Boston for a reduction in the price of gas 
sold in that city where the annual return of 
the utility for the year 1929 showed that it 
had failed to earn its declared dividend of 8 
per cent on par, or approximately 64 per cent 
on par and premium, by $142,000. The Com- 
mission pointed out that the existing rates 
had been in effect only three months, which 
was not long enough for it to determine 
whether the utility’s earnings would be suffi- 
cient. 


Missourtr Commission: Re Common- 
wealth Utilities Corp. Application of the 
Commonwealth Utilities Corporation and of 
Francis Brothers & Company, to acquire and 
own fourteen thousand shares of the out- 
standing common stock of the St. Louis 
County Water Company (being more than 
10 per cent of the common stock) was grant- 
ed. The Commission continued to follow its 
rule that such transfers should be permitted 
where there is no evidence that the transac- 
tion will be detrimental to the consumers 
either by way of rates or service. 


New Hampsuire Commission: Re Massa- 
chusetts Northeastern Street Railway Co. A 
street railway company was authorized to 
operate motor vehicles in common carriage of 
passengers in substitution for street railway 
service in the southeastern portion of the 
state, substantially along the lines operated by 
the street railway, the motor service to com- 
mence coincident with the discontinuance of 
the rail service. The change affects the com- 
munities of Plaistown, Seabrook, and Hamp- 
ton. 


New York AppetLate Division: Chateau- 
gay v. Public Service Commission. A judg- 
ment of the New York court requiring an 
electric company to remove poles and wires 
from village streets because of lack of local 
consent was held to be res adjudicata on the 
question of whether or not public convenience 
and necessity required the exercise of a village 
franchise by such electric company. Accord- 
ingly, the New York Commission was held 
to be without jurisdiction to grant a certificate 
of convenience and necessity for the exercise 
of such a franchise by the utility. 


New York City Municrpat Court: Cor- 
poration v. Garey. A sub-metering contract 
between a landlord corporation and a tenant 
was held void. (Reviewed in this issue.) 


New York Court or Appears: Transit 
Commission v. Long Island Railroad Co. A 
gas company permitted by its franchise to 
run mains under the street below a grade 
crossing was required upon order of the 
Commission for the separation of grades at 
that point to relocate its mains at its own 
expense. 

New York Court or Appears: Re Dry 
Dock, East Broadway & Battery Railroad Co. 
A judgment of the lower court sustaining the 
action of the Transit Commission, denying an 
increase of fares from 5 to 7 cents to surface 
cars in New York city, was affirmed. (Re- 
viewed in this issue.) 


New York Pustic Service CoMMISSION: 
Re Iroquois Gas Corp. The Commission 
granted a petition by a city for a rehearing 
of a natural gas company’s application for 
increased rates previously granted, upon con- 
tention that the Commission should have 
gone into the reasonableness of the price 
paid by the utility for its supply at a state 
line to an affiliated company ; that deductions 
for depreciation were not made during certain 
periods; and that retirements were made at 
excessive prices and excessive values. The 
rehearing, however, is to be limited to evi- 
dence of these three specific contentions. 


New Yorx Pustic Service Commission: 
Re Rochester, Niagara Falls & Buffalo 
Coach Lines, Inc. Petition by a motor carrier 
for a certificate of convenience and necessity 
for the operation of a motor bus line between 
the city of Rochester and the city of Buffalo 
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via Brockport, Holley, Albion, Medina, 
Middleport, and Lockport; and the operation 
of a motor bus line between the city of 
Rochester and the city of Niagara Falls was 
granted. In the same proceeding, the petition 
of the Rochester, Lockport & Buffalo Rail- 
road Corporation, for authority to acquire all 
of the capital stock of the Rochester Niagara 
Falls & Buffalo Coach Line, Incorporated, 
when issued, was granted. 


OKLAHOMA ComMIssION: Re Consolidated 
Gas Utilities Co. The Consolidated Gas 
Utilities and the Western Counties Company 
were directed to accept gas produced by a 
number of independent operating drillers in 
what is known as the Sayre Gas Field in 
Beckham county. The utilities were ordered 
to take their ee ratably as required 
by § 7924 C.O.S. 1921, in the proportion that 
each of the wells of the producers should 
bear to the total production available in said 
field for marketing, without discrimination 
either in the price paid for the gas or in the 
amount so taken. 


PENNSYLVANIA CoMMISSION: Kunkel v. 
Pennsylvania Power & Light Co. A service 
rule of a steam-heating utility, requiring cer- 
tain service extensions between its mains and 
the curb line installed and maintained at the 
customer’s expense, was held to be unreason- 
able, and the usual rule applicable to water 
utilities providing for the bearing of such 


expense by the utility was applied to such 
service. 


Sourh Dakota Commission: Re Tracy. 
Application of Cleve Tracy, doing business 
as the Spearfish Bus Company, for a certifi- 
cate of convenience and necessity to operate 
as a Class A motor carrier of persons and 
express between Newell and Sturgis, via Belle 
Fourche, was granted. 


Unrrep States Districr Court ror OunI0: 
Columbus Gas & Fuel Co. v. Columbus. 
The Columbus Gas & Fuel Company and 
the Federal Gas & Fuel Company were 
held to have acquired no rights under a 
city ordinance increasing rates where the 
same was not submitted for referendum vote 
as required by a section of the city charter. 
This charter provision was attacked as in- 
valid because the state Constitution specific- 
ally provides for a referendum on contracts 

etween a public utility and a city only if 
requested by 10 per cent of the electors within 
thirty days. In disposing of this contention, 
the court said that the constitutional provision 
was only a limitation put upon the powers of 
a municipality for the protection of its in- 
habitants, and that there was nothing to pre- 
vent the municipality from adopting a charter 
imposing further limitations for the protec- 
tion of its inhabitants. 


Unrrep States District Court ror OKLA- 
HOMA: New State Ice Co. v. Liebmann. 
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In refusing an injunction sought by an ice 
company to restrain the operations of a 
competitive manufacturer who failed to 
obtain a license from a Corporation Com- 
mission, District Judge Pollock ruled that the 
manufacture and sale of a commodity such as 
ice is a useful and honorable private business 
which any citizen so disposed has the consti- 
tutional right to engage in without restraint 
from state legislature attempting to regulate 
such an enterprise as a public utility. (Re- 
viewed in this issue.) 


WasuHincton Commission: Re West 
Coast Telephone Co. The use of the tele- 
chronometer, a device for measuring the use 
of the telephone in units of time, must be 
discontinued by the West Coast Telephone 
Company by October Ist, in the city of 
Everett, according to an order just issued by 
the Department of Public Works. The De- 
partment found the telechronometer system 
to be an improper, inefficient, and unsuitable 
method for measuring telephone rates, and 
directed a return to the flat rate service. 


WasuHincton Commission: Re Chicago, 
Milwaukee, St. Paul & Pacific Railroad Co. 
A railroad company was given a certificate 
of convenience and necessity to furnish pas- 
senger and express service by motor vehicles 
between Everett and Cedar Falls, Washing- 
ton, and intermediate points in lieu of rail 
service. 


Wisconsin Commission: Re Beloit Trac- 
tion Co. The Commission granted an in- 
creased fare of 10 cents without any specific 
finding as to the value of the company, where 
its records showed that even had the 10-cent 
fare been in effect during 1929, its revenues 
would not have yielded a sufficient return on 
any reasonable valuation. The Commission 
declined to make a differential in the fare 
between regular and occasional riders in view 
of the inadequate earnings of the company, 
although admitting the propriety of such a 
preference under more favorable financial 
circumstances. 


Wisconsin ComMISSION: Plymouth v. 
Wisconsin Gas & Elec. Co. This was a com- 
plaint by the city of Plymouth against the 
alleged unlawful operations by the Wisconsin 
Gas & Electric Company, which was render- 
ing electric service to various portions of the 
town of Plymouth. (Reviewed in this issue.) 


Wisconstn Commission: Re Rural Tele- 
phone Co. The application of a telephone 
company for increased rates at two ex- 
changes, located at Crystal Lake and Wau- 
paca, was granted. The Commission dis- 
approved of a rule by which a subscriber 
having been given notice, either verbally or 
in writing, that his toll bill was past due 
should be deemed in arrears, and receives no 
further service until the amounts in default 
shall have been adjusted. 














WHAT READERS ASK 


Out of the mail bag of the editors have come these 
questions; because they touch upon subjects of broad 
interest to those in the public utilities field, they have 
been selected for publication—together with the an- 


swers. 


QUESTION 
What do the newspapers mean by 
the term “trust?” 


ANSWER 


Generally speaking the word “trust” is a 
term used by lawyers to describe any situa- 
tion where powers or property are reposed 
in one party for the benefit of another. Par- 
ties having such prerogatives are called “trus- 
tees.” A trust in this sense is quite usual and 
lawful. Many charitable, educational, and so- 
cial organizations are conducted by means of 
the trust. 

The word “trust” was first commonly used 
in connection with commercial combinations 
around the early nineties when the agitation 
for legislation to break up trade monopolies 
resulting in the enactment of the Sherman 
Anti-Trust Law was at its height. The 
word was then used to describe the method 
employed by similar concerns to stifle compe- 
tition between them. Shareholders of these 
companies would transfer the voting power of 
their holdings “in trust” to a certain group 
of “trustees.” This group or board thus con- 
trolling both companies was able to eliminate 
commercial conflict between them. By a se- 
ries of decisions, the Supreme Court declared 
the “trust agreement” by shareholders unlaw- 
ful and punishable wherever it is used to re- 
strain normal competition between similar 
commercial organizations. The voting trust 
thereupon fell into disuse. 

Other means, such as the holding company 
and the interlocking directorate, were used by 
such companies to effect the same end, each 
in turn being condemned by the highest court. 
But the term “trust” continued in use until 
the present day. It is safe to say that today 
nobody knows exactly what anybody else 
means by a “trust.” Newspapers apparently 
employ the term to indicate any unlawful 
trade combination. Some apparently employ 
it for any trade combination, unlawful or 
otherwise. There is a rather cynical saying 
among lawyers and others that when any in- 
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What questions do you want to ask? 


dustry gets big enough, it is called a “trust.” 
This seems to be about as close a definition 
as any other. 


QUESTION 


What do the newspapers mean by 
the term “power trust?” 


ANSWER 


We have seen from the preceding question 
that the term “trust” as used by the newspa- 
pers is rather indefinite. A fortiori the term 
“power trust” is also indefinite. 

There is a growing feeling in legal circles 
that the Sherman Law has not accomplished 
as much as was expected of it. Economic 
laws will not be denied, man made legislation 
notwithstanding. Electric service particular- 
ly is of such a character that mergers and 
consolidations are often necessary to bring 
about desirable interconnection and low op- 
erating costs. A law that stops such consoli- 
dation stands in the way of efficiency and 
cheaper rates. That is why, more recently, 
a distinction has been made between consoli- 
dations “beneficial to public interest” and con- 
solidations “detrimental to public interest.” 

Because of this economic tendency towards 
concentration of control in the electric in- 
dustry, consolidations have rapidly grown up. 
Some of these have been effected with the 
approval of State Commissions. Others have 
been linked by the intercorporate control of 
holding companies not subject to Commission 
regulation. Whether any or all of these com- 
binations have been in the interest of the 
public has become a highly controversial 
point. But whether they are or not, such 
consolidations are for the most part plainly 
the result of the play of economic laws. 

If we look upon a trust as an unlawful 
trade combination, it is very doubtful whether 
there could be such a thing as a power trust. 
Anti-Trust Laws do not ordinarily apply to 
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utility service, which is of its very nature a 
monopoly guarded by the state. Operating 
utilities are regulated as to their rates and 
service regardless of their intercorporate af- 
filiations. 

It is doubtful also whether the term “pow- 
er trust” can be accurately applied on the 
theory that there exists a single, centralized, 
collosal force linking together the larger unit 
combinations all over the country by means 
of mysterious and invisible corporate affilia- 
tions. There are, indeed, great power combi- 
nations built up by means of holding compa- 
nies. But no single combination of the en- 
tire industry appears to exist. 

The power trust is simply a popular term 
employed by the opponents of the electric 
industry to stigmatize this industry, as a busi- 
ness operating in a manner which is against 
the public interest. It connotes the idea of 
a great monopoly. It is the statement of a 
conclusion in the form of an epithet. 


e 


QUESTION 


Have the Public Service Commis- 
sions passed on the right of a public 
utility company to grant wage divi- 
dends to its employees and charge 
the amount to operating expenses? 


ANSWER 


This question has been considered in two 
cases. Milwaukee Electric Railway & Light 
Co. v. Milwaukee (Wis.) P.U.R.1918E, 1; 
Moritz v. Edison Electric Illum. Co. (N. Y.) 
P.U.R.1917A, 364. 

In the Wisconsin Case, the Commission 
questioned the propriety of including a bonus 
paid to officers of the corporation in the basic 
figures in connection with an application for 
permission to increase rates. It was stated 
that as the Commission understood the bonus 
policy with respect to payments to officers, it 
was closely associated with the company’s 
dividend situation, and that if so, these bon- 
uses, if paid, should be contributed by stock- 
holders, and not constitute an operating ex- 
pense chargeable against ratepayers. This 
decision deals only with bonuses to officers 
and not to other employees. 

In the New York Case, the company asked 
to be allowed to include in the cost of the 
service covered by rates an amount for “ap- 
Propriations to employees for faithful and 
eihcient service.” These expenditures stood 
for payment to the company’s investment 
fund for the benefit of its employees under 
a profit-sharing plan. It was said that the 
amount disbursed was dependent upon the 
rate of dividends paid by the company. The 
Commission took the position that if the al- 


PUBLIC UTILITIES FORTNIGHTLY 


183 





lowance were made for this item in operat- 
ing expenses, it should be done only with 
the understanding that such payments would 
continue at the then existing rate regardless 
of the effect of a revision of the rates on 
dividends. 

The question of how far Commissions can 
refuse to allow payments under a profit- 
sharing plan to employees of public utility 
companies as an operating charge against 
ratepayers is unsettled, just as is the ques- 
tion of how far they can interfere with regu- 
lar payments of wages as a charge against 
ratepayers. An additional compensation to 
employees, whatever its form, for faithful 
and efficient service is a payment made for 
the benefit of the customers of the company 
as much as for that of the company. 
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QUESTION 
What Commissions have adopted 
the uniform classification of accounts 
recommended for adoption by State 
Commissions at the annual meeting 
of the National Association of Rail- 
road & Utilities Commissioners in 

Atlanta, October 1921? 


ANSWER 


The Commissions of the states of Ala- 
bama, Illinois, Nevada, Oregon, Tennessee, 
Utah, and West Virginia have adopted the 
uniform classification of accounts for water 
utilities recommended at the convention of 
the National Association mentioned in 1921. 
Illinois has made minor changes in the classi- 
fication, and Oregon adopted the classifica- 
tion with a few exceptions. A number of 
other states have uniform classifications of 
their own for water utilities. 
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QUESTION 

As a. subscriber to Pustic UTILI- 
TIES Reports we have frequently 
seen mention made of various light 
and power companies applying to the 
various State Commissions for ap- 
proval of a promotional type of light 
rate. We are particularly interested 
in @ promotional type rate where the 
charge is graduated upon a room 
basis. We would appreciate any in- 









formation you might give us in re- 
spect to this matter. 


ANSWER 


In regard to promotional rates, we may 
say that in a broad sense the term “promo- 
tional rate” might apply to any rate cal- 
culated to stimulate consumption. It might 
be special in its application, such as an at- 
tractive rate to encourage electric refrig- 
erators or heavy duty appliances, or it might 
be more general, such as a rate calculated 
to increase per customer consumption by 
domestic consumers at a loss, but behind 
every real promotional rate is the idea of 
increasing the revenue per customer without 
increasing fixed costs per customer. This 
naturally means that the demand element is 
an important factor, and the increased con- 
sumption should be stimulated over long 
hours, and if possible by off-peak use. Cases 
on the special and general applications of the 
promotional rates are given below. 

The room count is merely a means of 
checking the demand element in the construc- 
tion of the promotional rate. It is but one 
feature. The service rate, the block rate, and 
the demand rate are variations of this effort 
to stimulate consumption, and at the same 
time places distributing costs where they 
equitably belong. Cases on all of these meth- 
ods are cited below. The room count as a 
basis for promotional rate to encourage con- 
sumption by domestic consumers has the en- 
dorsement of the Massachusetts, the Illinois, 
the Wisconsin, and other Commissions. 

On these points we refer you to Re Ala- 
bama Power Co. (Ala.) P.U.R.1928E, 383; 
Aledo v. Illinois Northern Utilities Co. (IIl.) 
P.U.R.1928C, 67; Re Boston Consolidated 
Gas Co. (Mass.) P.U.R.1928C, 309; Re Con- 
sumers Power Co. (Mich.) P.U.R.1928D, 
698; Re Darlington Electric Co. (Wis.) 
P.U.R.1925A, 305; Re Denman (Idaho) 
P.U.R.1928C, 672; Department of Public 
Works v. Washington Water Power Co. 
(Wash.) P.U.R.1928A, 122; Devils Lake 
Steam Laundry v. Otter Tail Power Co. 
(N. D.) P.U.R1928C, 83; Re Edison Elec- 
tric Illuminating Co. (Mass.) P.U.R.1928D, 
859: Re Garfield Electric Co. (Wis.) P.U.R. 
1927B, 199; Re Helena Light & Railway Co. 
(Mont.) P.U.R.1927E, 35; Louisiana v. 
Louisiana Water Co. (Mo.) P.U.R.1918B, 
774; Re Madison Gas & Electric Co. (Wis.) 
P.U.R.1928E, 601; Re Malden Electric Co. 
(Mass. ) P.U.R.1928D, 856; Re Milwaukee 
Electric Railway & Light Co. (Wis.) P.U.LR. 
1916E, 113; Re Mystic Valley Water Co. 
(Conn.) P.U.R.1925D, 385; Re Northern 


States Power Co. (Wis.) P.U.R.1925B, 197; 
Wauzeka Creamery Co. v. Wauzeka Light & 
Power Co. (Wis.) P.U.R.1928E, 158; Re 
Wisconsin Gas & Electric Co. (Wis.) P.U.R. 
1924B, 479; York v. York Water Co. (Pa.) 
P.U.R.1917F, 130. 
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QUESTION 


A utility company regulated by a 
State Commission seeks a franchise. 
The company agrees not to raise rates 
for ten years. Is such an agreement 
binding? What is a leading case on 
the subject? 

ANSWER 


The general rule is that a rate contract is 
binding between the parties to it. Southern 
Utilities Co. v. Palatka, P.U.R.1925D, 105. 
The contract, however, is subject to the state 
police power which includes the power to 
regulate rates. Hoyne v. Chicago & Oak 
Park Elevated R. Co. (IIl.) PURIO2A, 
328; Union Dry Goods Co. v. Georgia Pub. 
Service Corp. 248 U. S. 372, P.U.R.1919C, 
60. In the Illinois case, it was held to be 
the settled doctrine of that state that neither 
the state nor the Constitution had given the 
municipalities in the state the right and power 
to establish by contract rates to be charged 
by railroad companies, and that the right and 
power to regulate and fix rates for a public 
utility is part of the police power of the state 
except when clearly surrendered and dele- 
gated to a municipality In the Supreme 
Court case, it was held that private contract 
rights must yield to the public welfare where 
the latter is appropriately declared and de- 
fined and the two conflict. 

In the 1870s, a number of the states be- 
came interested in the question of transpor- 
tation rates due to the activity of the Granger 
organization, which at that time had a very 
large membership and took firm stand for 
state and national control of transportation 
companies. One of their principles was: 
“That all corporations are subject to legis- 
lative control; that those created by Con- 
gress should be restricted and controlled by 
Congress and that those under the state laws 
should be subject to the control respectively 
of the states creating; that such legislative 
control should be an express abrogation of 
the theory of the inalienable nature of char- 
tered rights and that it should be at all times 
so used as to prevent moneyed corporations 
from becoming engines of oppression.” Most 
of the early cases dealing with the power of 
the state to set aside rate contracts arose 
out of the effort of ratepayers to reduce 
rates. After the war, when prices arose, the 
same doctrine was invoked on behalf of the 
corporations seeking to increase rates. 

The power of the state to regulate rates 
of utilities companies cannot be interfered 
with by contract between the company and 
individual ratepayers or between the com- 
pany and municipalities unless the state has 
expressly authorized the making of contracts 
of this kind; but in some states this would 
be impossible for the reason that their Con- 
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stitutions forbid the legislature from barter- 
ing away its rate-making power. 
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QUESTION 

A Canadian utility company has a 
case involving the question of the 
right of a Public Utilities Board to 
include in the rate base the difference 
between the par value of the com- 
pany’s securities and the price real- 
ised for them. In this instance a large 
part of the capital of the company was 
provided by the sale of first mortgage 
bonds at 80 per cent of their par val- 
ue. The Board included this differ- 
ence, amounting to $600,000, in the 
rate base. The municipality questions 
the propriety of this action of the 
Board. What is the American rule? 


ANSWER 


From the beginning there has been a dif- 
ference of opinion as to the proper treatment 
in public utility property valuations for rate 
making of what is called the “cost of financ- 
ing” including discount on securities and bro- 
kerage fees. Three elements may enter into 
the cost of financing: 

1. Certain preliminary expenses, such as the 
cost of listing subscriptions for stock, coun- 
sel fees, cost of preparing and issuing cer- 
tificates of stock, printing, etc. ; 

2. Stock and bond discount; 

3. Brokerage fees. 

Bond or stock discount is a deduction from 
the face value of the securities made at the 
time they are marketed. It is represented by 
the difference between the amount received 
by the company and the par value of the se- 
curities sold. You have asked what the 
American rule is with reference to bond dis- 
count. In other words, do American Com- 
ames include bond discount in the rate 

se? 

The question whether bond discount should 
be included as an item of value has been dis- 
cussed by the Commissions in the United 
States for several years and it seems to be 
the prevailing opinion that this is not a proper 
item of value. Some Commissions, notably 
the Pennsylvania Commission, have recog- 
nized financing cost. Even the Pennsylvania 
Commission; however, has excluded bond dis- 
count from value. For example, in Herring 
v. Clark’s Ferry Bridge Co. (Pa.) P.U.R. 
1926D, 514, it was held that the difference 
between the price that bankers sold construc- 
tion bonds to the public and the par value 


was pure bond discount which was not to be 
included in the rate base, but it was allowed 
to be amortized out of earnings over the life 
of the bonds as being less burdensome on the 
ratepayers and fair to the utility. Other cases 
in which this item has been disapproved are: 
Aluminum Goods Mfg. Co. v. LaClede Gas 
Light Co. (Mo.) P.U.R.1927B, 1; Re United 
Traction Co. (N. Y.) P.U.R.1927D, 637; Re 
Gage County Electric Co. (Neb.) P.U.R. 
1926C, 170; Minersville v. Minersville Water 
Co. (Pa.) P.U.R.1926E, 147; Re Tennessee 
Eastern Electric Co. (Tenn.) P.U.R.1926E, 
378; Re Wisconsin Railway, Light & P. Co. 
(Wis.) P.U.R.1926B, 6; Commonwealth ex 
rel, Roanoke v. Roanoke Water Works Co. 
(Va.) P.U.R.1925B, 303; Re St. Joseph Wa- 
ter Co. (Mo.) P.U.R.1924B, 338; Charleston 
v. Public Service Commission, 95 W. Va. 91, 
P.U.R.1924B, 601, 120 S. E. 398. 

Bond discount is usually treated as a pre- 
paid interest charge. It is a factor bearing 
upon the cost of money and is taken into 
consideration in considering the reasonable- 
ness of the return to be allowed. 


e 
QUESTION 
Why should free service not be fur- 
nished to churches and charitable in- 
stitutions? 


ANSWER 


Because such a practice would be discrimi- 
natory. The practice of furnishing free 
service to churches and charities would not 
only be discriminatory but otherwise wrong 
in principle. Before the time of public serv- 
ice regulation it was quite common not to 
charge churches and public charities for 
utility service. 

Newspapers even now occasionally criticise 
public service corporations for not continuing 
this practice, not appreciating the fact that it 
is not the company but the ratepayers who 
make the contribution. If churches and pub- 
lic charities get their service free, the cost 
- that service must be paid for by someone 
else. 

It would be not only discriminatory but 
unfair to require a company not receiving a 
reasonable return to furnish free service to 
anybody; and if the company were receiving 
a reasonable return, it would necessarily 
mean that if some of the consumers were 
getting free service, others would be paying 
higher rates than they should in order to 
make good the cost of furnishing free serv- 
ice. 

Free service to churches and charities, 
therefore, means a compulsory contribution 
exacted from certain consumers for religious 
and charitable purposes. This is wrong in 
principle since contributors should have the 
privilege of choosing their own objects of 
benevolence. 
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New York Court Denies Fare Increase to Surface Lines 


DECISION of the New York court 
A of appeals denying an increase in 
the fares of the New York city surface 
lines from 5 to 7 cents seems to be cre- 
ating a great stir in the regulatory cir- 
cles of the Empire state. Members of 
the New York Transit Commission 
profess to see this decision as fore- 
shadowing a similar adverse ruling on 
the applications of the subway compa- 
nies for increased rates, which have not 
yet been passed upon by the appellate 
division of the supreme court. 

Railway officials and counsels, how- 
ever, deny that the ruling on the surface 
line applications will have any bearing 
on the outcome of the subway or so- 
called “Interborough Case.” 

The cases arose when new tariffs of 
the Dry Dock East Company and other 
operators of surface lines in New York 
city were rejected by the Transit Com- 
mission more than a year ago. These 
tariffs were filed under § 29 of New 
York’s Public Service Commission 
Law, which permits a common carrier 
to place into effect increased rates upon 
thirty days’ notice to the Commission, 
unless the Commission finds such rates 
unreasonable. The Commission, in re- 
pudiating the schedules, held that the 
railways’ rates were all fixed by statute 
and that they were, therefore, precluded 
from proceeding under § 29. 


The procedure adopted by the surface 
carrier was calculated to obtain, if 
possible, a finding by the Transit 
Commission on the reasonableness or 
unreasonableness of the proposed 
schedules. Then, a denial of the fare 
increase on its merits would permit an 
appeal from the Commission’s order as 
arbitrary. The Commission, however, 
refused to recognize the validity of the 
new rate sought to be imposed by the 
filing of the increased tariffs. 

In sustaining the Commission, Judge 
Irving Lehman, who wrote the opinion 
of the court of appeals, discussed § 29 
at great length, concluding that the 
remedies available to carriers in that 
section were not open to those whose 
rates were fixed by statute. Judge 
Lehman pointed out that the surface 
carriers had an adequate remedy under 
§ 49 of the same law, which permits the 
Commission to increase rates after first 
making a finding as to the unreasonable- 
ness of existing rates. 

In the Interborough Case an applica- 
tion for increased fare was brought 
under § 49 by the subway utility and 
denied by the Transit Commission. 
This action was sustained by Supreme 
Court Justice Ingraham, from whose 
decree an appeal is now pending before 
the appellate division of the supreme 
court. 
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Contract for the Purchase of Electric Plant by 
Municipality Held Void 


HILE the New York traction cases 

have attracted general interest, 

a decision of the Iowa supreme court 

seems significant in its effect upon the 

economic conflict between municipal 
and privately owned electric plants. 

It is a well-known fact that it is 


difficult to get voters to vote for any- 
thing that means spending money. 
Often have proposed public projects 
been defeated at the polls because their 
adoption meant the increase of the 
bonded indebtedness of the taxpayers. 

Not long ago a company engaged in 
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the manufacture of small electric plants, 
fit for use by towns, sought a way 
around the obstacle. It offered to sell 
its products to certain towns in such a 
way as to avoid the necessity of asking 
the voters to lay out public moneys. 

Here is the plan. Instead of obligat- 
ing the town by a bond issue, the com- 
pany offered to sell the plant on a con- 
ditional sales contract by which the pur- 
chase price was to be paid out of moneys 
received from the operation of the plant 
—over and above operating and main- 
tenance expenses. In this manner, the 
manufacturing company argued, there 
would be no new indebtedness created 
to prejudice the taxpayers’ interest since 
the plant would be entirely financed out 
of its own earnings. Therefore, it 
would be unnecessary even to ask the 
voters’ approval. 

This argument received the endorse- 
ment of the Utah supreme court 
(Barnes v. Lehi City, 279 Pac. 878), 
when it sustained the validity of such 
a sales contract, although the matter 
was not submitted to the town voters. 

A contrary ruling, however, was 
recently registered by the Iowa supreme 
court. The facts were slightly differ- 
ent from the Utah case. In Iowa, the 
authorities of the town of Sidney did 
actually submit the proposal to the 
voters. It was approved. In substance, 
it asked the voters if the town should 
establish and operate an electric plant 
on condition that the funds should not 
be raised by bond issue or tax levies of 
any kind. The only thing the town 
would be obligated to do would be to 
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hand over the proceeds from the sale 
of current above operating and main- 
tenance expenses. No one would risk 
anything but the manufacturing com- 
pany. 

Would the voters endorse such a 
scheme? The plan was adopted and 
the town authorities started to execute 
the contract when some of the tax- 
payers, including the Iowa-Nebraska 
Power & Light Company, questioned in 
court the validity of the arrangement. 

The supreme court declared the con- 
tract void, holding that the town of 
Sidney, in the absence of legislative per- 
mission, had no authority, expressed or 
implied, to pledge the income, rent, or 
profits from town property for a future 
period. The court pointed out that be- 
side the bare generating plant, there 
were other things which would be re- 
quired, such as a site, a building to 
house the plant, a distribution system, 
and other things, all of which would 
have to be furnished by the town itself. 
Since the revenue received from opera- 
tions would be from the operating prop- 
erty as a whole, the contract would in 
effect bind the town to pledge the in- 
come, at least in part, from its own 
property. This, held the court, was un- 
lawful. 

Although refusing to say that it 
was the only possible way, the court 
intimated that the proper procedure for 
which there was express legislative 
authority would have been to submit a 
bond issue proposition to the voters for 
the purpose of financing the outright 
purchase of the plant. 
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Submetering Landlord Unable to Collect Charges for 
Electric Service 


HOSE who are concerned in the 
fight against gas and electric sub- 
metering will be interested in a decision 
of Justice William Chilvers in the mu- 
nicipal court for the ninth Manhattan 
district in New York city. Although 
his court is humble in rank, Judge Chil- 
vers’ opinion is at least a straw to show 
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which way judicial sentiment is blowing 
on the submetering question, the storm 
center of which at present happens to 
be in New York city. 

The facts were quite simple. Mr. 
Garey rented an apartment under a con- 
tract requiring him to pay his landlord 
(a corporation) for electric service, 








charges for which were included as part 
of his rent. When tenant Garey moved 
out he paid up what he considered was 
the amount due for actual rent and be- 
came in default for the balance due for 
electric service. The landlord sued 
Garey for this amount. 
Justice Chilvers dismissed the com- 
plaint, stating : 
“T hold, therefore, that a contract for 
the supplying of electric current, by a cor- 
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poration not subject to the regulation of 
the provisions of the Public Service Com- 
mission Law, is ultra vires, against public 
policy, and void.” 


This decision goes a long way, when 
the landlord is a corporation, in that it 
embraces electric service “included as 
part of the rent”—a class of service in 
many quarters regarded as exempt from 
any legal prohibition against submeter- 
ing. 
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Wisconsin Commission Authorizes Competitive 
Territory on Its Own Motion 


~~ is the territorial unit to be 
considered in determining the 
rights of electric utilities? The Wis- 
consin Commission believes that the 
municipality is the unit that should be 
considered in this matter. Rather than 
split up a single municipality into sec- 
tional monopolies, it has thrown open a 
whole township to competitive service. 
The Commission states: 


Our conception of the utilities law is and 
has always been that the municipality, the 
town, village, or city, is the unit for which 
a franchise may be granted, and that a 
franchise to serve within any portion of 
the town includes service within the entire 
town,” 


The interesting point arose when the 
city of Plymouth, operating as an elec- 
tric utility, filed a formal complaint with 
the Commission alleging that the Wis- 
consin Gas & Electric Company was 
operating unlawfully in certain sections 
of the town of Plymouth. The city did 
not question the company’s operations 
in two sections of the town, but alleged 
that it had itself prior rights, by way of 
an indeterminate permit, to furnish ex- 
clusive service in the balance of the 
town. 

The city presented a fairly convincing 
record of its operations since 1901. 
However, it seems that the state 


supreme court had already decided (198 
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Wis. 13), that the private company had 
a lawful and indeterminate permit to 
render service in the town of Plymouth. 
Therefore, notwithstanding the presen- 
tation of a more complete record, the 
Commission, in dismissing the city’s 
complaint, held that its claims to an 
exclusive indeterminate permit were 
necessarily res adjudicata. 

Another interesting point in this case, 
however, is the fact that after dismiss- 
ing the city’s complaint against the com- 
pany’s operations, the Commission 
issued a certificate permitting the city 
to continue operating within the town. 
This certificate was in the form of a 
declaration by the Commission that 
public convenience and necessity re- 
quires the operation of a second electric 
utility in the town of Plymouth. The 
city did not ask for such a certificate. 
Nevertheless, the Commission issued it 
on its own motion. 

The rule as to monopoly and compe- 
tition in the utility field is that for the 
benefit of the public, as well as the 
utilities, an established utility rendering 
adequate service at reasonable rates will 
be protected from competition by a like 
utility. The Commissions, however, 
have discretionary powers in respect to 
this matter in most instances, and their 
decisions are governed by the facts pre- 
sented in the individual cases. 
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The Furnishing of Electric Bulbs Is a Utility Service 


42 HE Illinois Commission has hand- 
ed down a decision on a regulatory 
subject which, it is believed, has never 
before been touched upon by any court 
or Commission in the United States. 
This subject is the question of whether 
a rate for electric service which includes 
the furnishing by the utility of incan- 
descent bulbs does or does not combine 
a charge for utility service with a charge 
for the furnishing of merchandise in 
addition. 

Evidence introduced in the case 
showed that there are about thirty 
electric companies in the United States 
that appear to have a lamp service for 
commercial customers. One of these, 
the Commonwealth Edison, was the de- 
fendant in the case. 

The facts were not complicated. The 
complainant, the operator of approxi- 
mately 200 retail grocery stores in 
Chicago, said that the Commonwealth 
Edison Company had established a rate 
for light and power service to its stores 
which included the furnishing of bulbs, 
and permitted the customer no option 
as to whether or not the lamps should 
be so furnished. The complainant 
argued that if its rates were reduced 
by + cent per kilowatt hour, it could 
furnish the necessary lamps for its own 


service, thereby effecting a substantial 
saving. 

The Commission ruled that the fur- 
nishing of lamps by the utility without 
option as a part of the rate was not the 
intrusion of a merchandising service. 
It was observed that the rate included 
only the use of the lamps just as tele- 
phone service includes only the use of 
the telephone instrument, the bulbs re- 
maining at all times property of the 
utility and never becoming the property 
of the consumer, as would happen if the 
lamps were in fact sold as merchandise. 

The Commission also observed that 
the Commonwealth Edison Company 
was probably the largest single pur- 
chaser of incandescent lamps in the 
world, obtaining a discount of approxi- 
mately 40 per cent from the standard 
list prices of such lamps. In dismissing 
the complaint, the Commission ruled : 

“That the evidence in this case does not 

establish the proposition that one-half cent 
or any other definitely established figure is 
added to the energy portion of said rate 
A-2 to cover so-called lamp service, but 
that the cost of lamp service is merely one 
of the factors upon which this rate is based, 
being undetermined so far as this record 
is concerned, and entering into the said 
rate only in the same manner as all other 
recognized and proper elements of cost 
enter into a rate.” 


7 
The Ice Business Is Not Subject to Monopolistic Regulation 


ust when at least three of the south- 
western states were comfortably 
settled in the belief that the ice business 
is a public utility and can be regulated 
as such, along comes a decision from a 
United States district court in Okla- 
homa and upsets the whole question. 
This is what happened. Oklahoma 
passed a law in 1925, declaring the 
manufacture and sale of ice to be a 
public utility subject to the jurisdiction 
of the Corporation Commission as to 
rates, service, and other regulatory 
phases. The statute also forbids any 
person to engage in such ice business 
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without first securing a license from the 
Commission. 

Recently, Ernest A. Liebmann built 
himself a plant for making ice and sell- 
ing it in Oklahoma City. Before he 
could start business, however, the New 
State Ice Company, having a virtual 
monopoly on the ice business in that 
city, sued to restrain Liebmann’s opera- 
tions on the ground that he had not 
complied with the statute by obtaining 
a license from the Corporation Com- 
mission. 

Justice Pollock, in dismissing the 
complaint, held that state legislation 
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such as the Oklahoma statute which has 
the effect of restraining the free exer- 
cise of a citizen’s right to engage in the 
manufacture and sale of a commodity 
such as ice could not be reconciled with 
the freedom of contract and labor se- 
cured by the Fourteenth Amendment 
of the Federal Constitution. 

The court further observed that the 
ice business is a useful and honorable 
private occupation in which any citizen 
so disposed has a right to engage with- 
out interference from a Commission 


having statutory authority to grant 
monopolistic privileges by withholding, 
at its discretion, licenses for engaging in 
such business. 

The question of the right to regulate 
the rates to be charged for ice, as well 
as the right to engage in the business it- 
self, without Commission consent de- 
pends upon whether the ice business is 
a public utility business. Nobody will 
know for certain about that until the 
Supreme Court passes on the ques- 
tion. 


e 


What Is the Difference between an Urban 
and a Rural Customer 


A NUMBER of Commissions have ex- 
perienced difficulty in drawing 
the line between urban and rural cus- 
tomers for purposes of electric rate 
classification. Many utilities are at 
present operating under the old rule 
that customers residing inside of a mu- 
nicipal boundary are urban consumers 
and those who live beyond are rural 
customers. 

But because such a rule is obviously 
arbitrary in that distribution costs in 
many thickly populated settlements be- 
yond city limits are no greater than the 
costs for the same service inside of the 
corporate boundary, there is increasing 
evidence of dissatisfaction among the 
utilities as well as among the Commis- 
sions with such a crude classification. 

Here is what the Illinois Commission 
said in Scott v. Central Illinois Public 
Service Company (P.U.R.1929B, 245) : 


“The Commission recognizes that in 
many communities in Illinois, whether in- 
corporated or unincorporated, electric pub- 
lic utilities may and do experience difficulty 
in deciding definitely those customers that 
should be classified rural instead of urban. 
It is not unreasonable to assume that there 
are many conditions in the state similar 
to this case, where under a strict interpre- 
tation of rate schedules, certain existing 
customers should be classified other than 


now classified. It appears, therefore, that 
each individual case as it is brought to the 
attention of the Commission, should be de- 
cided on its individual merits, using those 
facts available as a basis.” 


Apparently the neighboring Commis- 
sion of Wisconsin is not content to let 
each case settle itself. In a recent rate 
adjustment on the application of the 
Nekoosa-Edwards Power Company, it 
has, tentatively at least, followed a rule 
defining a rural customer as follows: 


“A rural customer is one who can be 
adequately served from one transformer of 
not more than 10 k.v.a. capacity and who 
uses the service in the conduct of one en- 
terprise, occupation or institution, located 
outside the corporate limits of a city, vil- 
lage, or community with similar character- 
istics or in a locality where the density of 
population is less than that encountered 
ordinarily in urban districts, at such a dis- 
tance that the user cannot be adequately 
served from the secondary lines of the local 
distribution system.” 


The Wisconsin Commission, accord- 
ingly, permitted the utility to classify 
as “rural customers” a few scattered 
patrons living in the outlying districts 
of Port Edwards and Nekoosa, al- 
though they resided within the respec- 
tive corporate limits of those municipal- 
ities. 
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Points of Special Interest 


SUBJECT 
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Merchandise activities by electric utility . - 
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Time Is Money—Carry Twice 
The Load Each Trip 


Of course, you realize that every minute saved in 
transporting materials and equipment during the busy 
season means more money in your pocket. Therefore, 
you would certainly be interested in improving your 
haulage system. 


The illustration above shows how one contractor is 
doubling the payload of his motor truck each trip. 
The Fruehauf 4-Wheel Trailer carries exactly the same 
load as the motor truck that pulls it, yet operating ex- 
pense (Gasoline and Oil) is increased only 15% or, 
at the most, 20% and no second driver is needed. 


Think what double payloads like this would mean to 
your profits and how your hauling costs would be 
lowered. Fruehauf has a story to tell you of real 
hauling efficiency—of real economy. Just fill in and 
mail the coupon for complete information. 


mre NN Ore See ee 


Oldest and Largest Manufacturers of Trailers 


Fruehauf Trailer 
10950 Harper Avenue COMPANY Detroit, Michigan 


Branches and Dealers in All Principal Cities 
Fruehauf Trailer Company of Canada, Ltd., Toronto, Canada 





Name of Firm 
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Th 


The American public took its first trolley ride on an exhibition third-rail line, § mile 
long, built by FIELD and EDISON in Chicago, 1883. 





F 


Delegates to the Federal Convention in Philadelphia witnessed an exhibition voyage of 
a steamboat invented by LIEUTENANT JOHN FITCH of Washington’s army; 1787. 





S-2 


The Lackawanna Railroad burst into the newspaper headlines with its first tests & 
of radio reception on moving trains, 1914. 





WThe annual convention of the National Association of Railroad and Public Utility 
Commissioners will be held in Charleston, S. C., from November 12 to 16, 1930. 








Crowds greeted the arrival in Washington, D. C., of the first railroad train, which ar- 
rived in four sections on the newly completed tracks of the Baltimore & Ohio, 1835. 








The Third Avenue Elevated Railroad, which was viewed with alarm by a skeptical 
public in New York, began its career as a transportation utility, 1877. 





A successful test of the new marvel, “wireless telephony,’”’ was made when speech was 
transmitted from Arlington, Va., to Panama; 1915. 





Peale’s Museum in Baltimore attracted crowds to an exhibition of illuminating gas, 
thus marking the beginning of the gas utilities in this country, 1816. 





The first water wheel, a 30,000 horse-power turbine, was placed in operation at the 
Muscle Shoals plant in Alabama, 1925. 





A gray mare, hauling a passenger coach, out-distanced the “Tom Thumb” loco- > 
motive in their historic race at Ellicott City, Md., 1830. 











The coming of the motor vehicle as a utility was forecast when a Packard car com- 
pleted a transcontinental journey under its own power in 52 days; 1903. 





SEPTEMBER @ 





A young Italian scientist, GUGLIELMO MARCONI, revealed new possibilities in 
communication by sending a radio message 100 yards, 1896. 











Uncle Sam brought suit against the Reading Company at Philadelphia to break the 
alleged monopoly of the coal supply for the company’s railroads; 1916. 











The U. S. Department of Commerce issued its first license to a radio broadcasting sta- 
tion; 1921. The controversy started about the public utility status of broadcasting; 1921. 





“’Tis easier to build two chimneys than to 
keep one in fuel.” 
—BeEn FRANKLIN 
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Courtesy of Kennedy & Co., N.Y. 


“TRANSPORTS OF THE SKIES;” 
AN ETCHING BY J. MacGILCHRIST 








